Google 



This is a digital copy of a book that was preserved for generations on library shelves before it was carefully scanned by Google as part of a project 

to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 

to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 

are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other maiginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 

publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing tliis resource, we liave taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 
We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain fivm automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attributionTht GoogXt "watermark" you see on each file is essential for in forming people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liabili^ can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 

at |http: //books .google .com/I 



-ffltNSION OF DEFENSE PRODUCTION ACT OF 1950 



HEARINGS BUG la/*^ 

COMMITTEE Ox\ BANKING AND ^B RREKtiY 
HOliS E OF REPEESE NTATIYES 

KKiHTY Fonnil I'OXGRESS 
^ FIliST SHSrflUN 

ON P87-9 

H. R. 7071 



JULY 6.«7, AND 8, 1955 



Printed for the iise of the Committee on Banting and Currency 



STANFORD 
LIBRARIES 



UNITED 8TATBB 

GOVBBNMENT PRINTING OPFICB 

WASHINGTON : 1855 



G by Google ■ 



COMMITTEE ON BANKING AND CURRENCY 



VXVL SHOWN, QeortlA 
TTBIOHT PATMAN, Taiafl 
ALBERT RAINS, AlabamB 
ABRAHAM J. MULTER, Naff York 
HUGH J. ADDONIZIO. New Jersey 
WILLIAM A. BARRETT, Fetmsflvanls 
BARHATT O'HARA, IlUnols 
VERA BUCHANAN, PBmuylyanla 
LEONOR K. SULLIVAN, MlBSoarl 
L. H. FOUNTAIN, North Carollia 
HENRY 8. REUSS, Wtscaniln 
MARTHA W. ORIFFITHS, MlehlgSB 
THOMAS L. ASHLEY, Ohio 
CHARLES A. VANIE, Ohio 
IRWIN D. DAVIDSON, New York 
JOHN I. BBLL, Teiu 

William J. TTni.in.M, clerk 
Obiun 8. Fnn, Pn^eibmal Staff 
JOHN E. BABHiEitB, Pnfi—lentt Staff 



', Mlcblgau 
RALPH A. GAMBLE, New York 
HENRY O. TALLE, Iowa 
CLARENCE E. KILBURN, New York 
GORDON L.McDONOUaH, California 
WILLIAM B. WIDNALL, New JeiBey 
JACKSON K. BETTB, Ohio 
WAITER M. MUMMA, Peimaylvaiila 
WiLlIAM E, McVEY, Dllnots 
EDGAR W. HIE STAND, Calllornla 
DONALD W. NICHOLE 
OLIVER P. BOLTON, Ohio 
PERKINS BASS, New Hampshire 



= B.Google 



CONTENTS 



H. R. 7071. A bill to extend the Defense Production Act of IflfiO, as 

amended 1 

Statement of — 

Barnes, Stanley N., Assistant Attorney General, Department of 

Jiistiee - , _. 121 

Boyles, Georne E., chairman, (tommittee on Federal legislation, the 

American Bankers Association 164 

Celler, Hon. Emanuel, a Representative in Congress from the State 

of nW York --- 163, ISfi 

Fentress, Carroll D., Assistant Director, Office of Oil and Gas, Depart- 
ment of the Interior ■-■■. 131 

Flemming, Dr. Arthur S., Director of Defense Mobilization 1 

Lanphier, Robert C, Jr., Deputy Af>sistant Secretary of Defense for 

Supply and Logistics..- 103 

Liebert, John, Special Assistant to the Assistant Secretary of the 

Interior for Minerals and Fuels_ 138 

Miles, Clarence R., manager, legislative department. Chamber of 

Commerce of the Ignited States 1S5 

Poff, Hon. Richard H,, a Representative in Congress from the State of 

Virginia 161 

Sullivan, Paul A., Acting Director, Office of National Shipping Au- 
thority, Maritime Administration, Department of Commerce 149 

Weeks, Hon. Sinclair, Secretary of Commerce, accompanied hy Lothair 
Teetor, Assistant Secretary for Domestic Affairs; Charles F. Honey- 
well, Administrator, Business and Defense Services Administration. 40 
Additional data submitted to the committee by— 

Barnes, Wendell B., Administrator, Small Business Administration, 
letter and statement of July 11. 1955, in re testimony of Robert C. 

Lanphier, Jr., Deputy Assistant Secretary of Defense 119 

Campbell, Joseph, Comptroller General of the United States, letter of 

July 6, 1955, to Hon. Brent Spence_ 138 

Flemming, Dr. Arthur S., Director of Defense Mobilization: 

Advisory Committee on Components and Production Equipment. 48 
Appointment* as consultants under Executive Order No. 10182 

serving either on advisory committees or on An intermittent 11 

basis in order to ad"ise on special problems 

Appointments as special conaultants Xo the Director under Execu- 
tive Order No. 10182 serving on a part-time basis 11 

Authority for ana use of dollar-a-year and without-compensation 

personnel in Government 9 

Certificates issued pursuant to February 5, 1954, Revision 1 of 

Portland Cement Expansion Goal No. 34 36 

Civil officer appointment affidavit 45 

Executive reservists 14 

Laws and r^ulations indicating the end of the national emer- 
gency -- 44 

Pending applications for tax amortization... 11 

Without-compensation appointments under Executive Order No. 

10182 serving on a full-time basis.. _ 11 

Lanphier, Robert C.j Jr., Deputy Assistant Secretary of Dfiense for 
Supply and Logistics: 

Letter of July 18, 1956, in answer to questions propounded by 

members of the committee 114 



= B.Google 



IV CONTENTS 

Additional data submitted to the committee by — CoDtinued 
MarEtime Administration, Department of Commerce: 

Membership of Tanker Requirements Committee of the voluntary 
plan under the Defense Production Act of 1950, as amended, 
for the contribution of tanker capacity for national defense 

requirements 

Participants to the voluntary plan (list) 

Office of Oil and Gas, Department of the Interior: 

Answers to questions submitted by Hon. Abraham J. Muiter, 
•r- ' signed b3' Carroll D. Fentress, Assistant Director, Julv 14. 

1955.-- - -- - --"---.: 

Foreign Petroleum Supply Committee, membership as of July 

11, 1955 - 

Weeks, Hon, Sinclair, Secretary of Commerce: 

Business Advisory Council for the Department of Commerce 

Membership 

Executive Committee 

Active members 

; Graduate members 

Employment of persons without compensation under Defense 

Production Act - 

Industry officials employed without compensation in NPA- 
BDSA 



.bv Google 



EXTENSION OF DEFENSE PRODUCTION ACT OF 1950 



wednebdat, july 6, 1966 

House op Rbpbesbntatives, 
Committee on Banking and Currency, 

Washington, D. C. 
The committee met at 10 a. m., the Honorable Brent Spence, 
chairman, presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, Multer, 
Barrett, O'Hara, Reuss, Vanik, Wolcott, Talle, McDonough, Widnall, 
McVey, Hiestand, and Nicholson. 

(H. R. 7071, Mtb Cone., Isl «9i.I 
A. BILL. To exUnd the Detense FroducCion Act of ISfiO, as Bmend«d 

Be il enacted by the Senate and Hou»e of Repretentatiees of tke United States'^of 
America in CongreM assembled, That the first sentence of section 717 (a) ot the 
Defense ProductiOD Act of 1950, as amended, is hereby amended by striking 
"July 31, 1955" and inserting " ,". 

The Chaikman. The committee will be in order. 

We will call Dr. Flemming, Director of Defense Mobilization. 

In order to hear the witnesses scheduled today we have got to con- 
serve all the time we can, so we are going to ask you to read your 
formal statement, and then I understand Secretary Weeks will come 
at 11 o'clock, and we will try to have interrogation, if we do not con- 
clude this morning, continued this afternoon, if we can get authority 
to sit while the House is in session. 

You may proceed. 

STATEMENT OF DR. ABTHUE S. FLEMHINQ, SUtECTOB OF 
DEFENSE MOBILIZATION 

Mr. Flemming. I am gla4 to be before this committee to testify 
on H. R. 7071 extending the Defense Production Act. 

I would like to discuss briefly with you our current use and continu- 
ing need for the act. 

1 also want to suggest the desirability of certain amendments to 
meet additional problems which have developed since the committee 
last considered the act. 

In its statement of policy, the act has always recognized the neces- 
sity of expanding the Nation's productive capacity and supplies to 
meet wartime requirements, 

1. Activities since Korea have resulted in the addition of many new 
production facilities and supplies of materials which contribute greatly 
to our ability to mobilize quickly. 

2. As the broad expansion program has progressed, we have been 
able to give greater consideration to the more specific bottlenecks to 
rapid conversion to a war footing. 
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2 EXTEMSION OF DEFENSE PRODUCTION ACT OF 19fiO 

^. In the future we expect to place greater emphasis on special 
preparedness measures which will reduce the time needed to overcome 
those bottlenecks. 

Long lead-time production equipment and special components are 
in this category and I will discuss them in more detail later. 

While preparedness measures of this type are implicit in the objec- 
tives of title III of the act, I beheve that because of the increasing 
emphasis on these special preparedness measures explicit congressional 
recognition of their place in the expansion program would be helpful. 

This could be done by adding appropriate language to the declara- 
tion of policy so that it would read as follows: 

In view of the present international situation and in order to provide for the 
national defense and national security, our mobilization effort continues to 
require some diversion of cert&in materials and facilities from civilian use to 
inuttary and related purposes. 

That language that I have just read appears in the act at the present 
time. Then in the next sentence we are suggesting the inclusion of 
some new language : 

It also requires the development of preparedness progi-ams and the expansion 
of productive capacity and supply beyond the levels needed to meet the civilian 
demand, in order to reduce the time required for full mobilization in the event 
of an attack on the United States. 

Mr. Chairman, it is our judgment that if this language is included 
in the declaration of policy that it will make the declaration of policy 
consistent with the provisions of title III. 

Next, I would like to turn to the question of priorities and alloca- 
tions. 

- The priorities and allocations power of title I of the act is an essential 
tool both for the conduct of current defense programs and for providing 
the mechanism for the rapid handling of production and materials 
ui^ncies in the event of full mobilisation. 

At present supplies are approximately iu balance with requirements 
for most materials and facilities. Nevertheless, the level of Defense 
and AEC procurement orders is high enough to make it only prudent 
to provide priority for dehveries under such orders. 

This being so, it is important that these priority orders be dis- 
tributed equitably among the suppliers of such items in order to avoid 
a situation in which one producer is required to turn his entire pro- 
duction to defense needs while another continues to supply normal 
needs of his own customers as well as those of the company doing this 
defense work. 

The Defense Materials System of the Department of Commerce 
SRb this need. 

It requires the producers of basic forms and shapes of steel, copper, 
and aluminum to set aside certain percentages of their production for 
the filling of priority orders identified aa being part of approved pro- 
grams of the Defense Department or the Atomic Energy Commission. 

The ODM approves the programs and the allotment of the con- 
trolled materials for them. 

In addition, the Defense Materials System is an important readiness 
measure. 

■ While serving only a limited operational function at present, it is a 
mechansim which could be expanded quickly in the event of mobiliza- 
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tion to provide for the more extensive control of materials needed at 
such a time in order to meet war needs. 

It helps to insure the maintenance of the requirements gathering 
machinery in the producing plants and their major suppliers as weU 
as in the Department of Defense and the Atomic Energy Commission, 

The authorities included in title I, as it now reads, are ample for 
present use and we have no additions or changes to suggest to that 
title itself. 

However, Senator Capehart has proposed a related amendment to 
section 701 (c) of the act. That subsection states the congressional 
standards for use of the allocation power in the civilian market should 
such allocations again become necessary and the proposed amendment 
would remove the fixed dates for the determination of base periods 
since they are no longer appropriate. I recommend that this com- 
mittee adopt that amendment to make section 701 (c) read as follows: 

Whenever the President invokee the powers given him in this Act to allocate 
any material in the civilian market, he shall do ao in such a manner as to make 
available, bo far as practicable, for business and various segments thereof in the 
normal channel of distribution of such material, a fair share of the available 
civilian supply based, so far as practicable, on the share received by such business 
under normtd conditions during a representative period preceding any future 
allocation of materials; Provided, That the President shall, in the allocation of 
materials in the civilian market, give due consideration to the needs of new 
concerns and newly acquired operations, undue hardships of individual businesses, 
and the needs of smaller concerns in an industry. 

That is the end of the proposed amendment. 

Mr. Chairman and members of the committee, next I would like to 
discuss the question of expansion of productive capacity and supply. 

Title III of the act authorizes the use of various incentives to expand 
productive capacity and supply. 

While these devices are not now employed as extensively as during 
the Korean conflict, they will continue to be of great importance in 
securing additional productive capacity needed for the mobilization 
base. 

Of the 224 expansion goals established, the objective has been 
reached on 147 and others are approaching completion. 

Naturally, it is the difficult go^s which remain unfiUed. 

It is Hkely that meeting these unfilled goals will require careful use 
of the available incentives, in most cases several incentives in 
combination. 

As you know, the bulk of the post-Korean buildup has been financed 
by private capital with no Government assistance other than rapid tax 
amortization. 

Mr. Patman. Mr. Chairman, may I interrupt to ask a question 
about tax amortization? That is one point I want to take up with 
him. 

The Chairman. We have agreed that he will read his statement. 

Mr. Pathan. There are not many members here. 

The Chairman. I think we had better let him complete his state- 
ment, 

Mr. Patman. It is all right with me if you want to take the time. 

The Chairman. I think he had better continue. We will have open 
questioning when he finishes his statement. 

Mr, Flbmming. The lending authority of section 302 has beon used 
spsringly and then generally m conjunction with tax amortization or 
tne procurement authority. 
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The long-term purchasing authority of section 303 has been em- 
ployed primarily to expand the production capacity and. supply of 
strategic and critical materials for defense production and the 
national stockpile. 

Copper, nickel, manganese, and aluminum are involved in most of 
these programs. 

As I mentioned, the remaining unfilled goals are the most difficult 
ones. 

In many cases thej' involve areas where the peacetime demand for 
the product is insufficient to support the minimum production base 
needed to permit rapid expansion in a mobilization period. 

Greater incentives will be necessary in such casea to secure the 
capacity needed. 

To iUustrate this problem of incentives to obtain needed expansion, 
I would like to discuss the problem of components. 

In every past period of mobilization various components, such as 
boilers, gears, bearings, and valves, have been among the most 
serious production bottlenecks. 

Programing for components has always presented a major problem 
because demand for these intermediate products must he determined 
on the basis of the production and construction levels for all the 
end products using them. 

By such analysis, critical deficiencies are shown in items which 
require a long lead time to produce and for which the demand would 
be substantially increased by military requirements in time of 
emergency. 

The Departments of Commerce and Defense and the Atomic 
Energy Commission, have undertaken, under ODM leadership, 59 
studies to determine mobUization deficiencies in selected components 
and to recommend action for removing any indicated deficiencies. 
Bight studies have been completed. 

Six of those completed show that there is probably ample capacity 
to meet full mobilization requirements, but the other two indicate a 
critical shortage of capacity for that purpose, 

A recomjnendation on one of these, turbines and turbine gears for 
ship propulsion, involved the procurement of machine tools with 
Defense Production Act funds to round out existing capacity to pro- 
duce these items. 

In addition to the procurement of tools for standby lines, the tur- 
bine program also contemplates the acquisition of a Government 
reserve of turbines and turbine gears to meet the long lead time 
problem. 

Other component studies are likely to result in recommendations 
for Government reserves of parts and subassemblies as well as the 
completed component, and possibly programs for Government main- 
tenance of privately held inventories in excess of current needs. 

The lending authority of section 302 and the procurement authority 
of section 303 are well adapted to the expansion job. 

In conjunction with tax amortization and the authority to install 
equipment in Government and private plants, these devices should 
be adeauate to achieve most of the remaining unfilled goals. 

The loan guaranty provisions of section 301 are of greatest value, 
of course, to the procuring agencies. 
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The Department of Defense uses that authority extensively to 
make sure that its contractors for military items can aecm-e financing 
for working capital and the necessary plant expansions and addition^ 
toohng. 

Procurement operations would be seriously hampered without this 
form of assistance. 

Next, I would like to discuss a proposed amendment deahng with 
the problem of substitutes for strategic and critical materials. 

In addition to an amendment to extend the long-term procurement 
authority for 2 years in keeping with extension of the act, we would 
like to see another amendment to title III, one that would specifi- 
cally authorize the President to provide for the development of sub- 
stitutes for strategic and critical materials. 

The expansion of productive capacity and the supply of strat^c 
and critical materials, together with our stockpiling activities, has 
substantially reduced the threat of wartime shortages of such ma- 
terials for defense purposes. Nevertheless, supplies of certain critical 
items remain inadequate to meet our full national requirements under 
such conditions. 

A great national defense advantage would be achieved through re- 
search and development of substitutes and alternates for such items 
as nickel, copper, cobalt, columbium, and so forth, as well as certain 
fibers and chemicals. For example, titanium, zirconium, and sihcon 
metals and alloys might be developed to substitute for the scarcer 
metals in certain uses. Similarly, glass-fiber-plastics combinations, 
synthetic fibers, special cements, and certain cnemical combinations 
might well relieve the pressure of requirements for some metab or 
basic chemicals. 

Express authority to carry out such programs would be desirable, 
and I recommend that section 303 of the act be amended by adding 
a new subsection (g) to read as follows: 

When in hjs judgment it will aid the national defense, the President may make 
provision for the development of Bubatitutes for strategic and cretical materiala. 

Next, Mr. Chairman, I would like to discuss the problem of volun- 
tary agreements as it is presented to us under section 708 of the present 
act. 

Under section 708 of the act, the President is authorized to exempt 
from the operation of the antitrust laws combined actioi^ of private 
parties when in accordance with a voluntary agreement which he has 
found to be in the public interest as contributing to the national defense 

In past emei^encies this type of activity has been of great value. 
The authority to grant immunity under the antitrust laws has per- 
mitted the Government to ask private producers of goods and services 
to enter into joint ventures of great importance to the national de- 
fense which in ordinary times would leave them open to prosecution 
under those laws. 

During World War II and the Korean conflict such voluntary pro- 
grams were extremely helpful and, in some cases, avoided the necessity 
for the Government allocation of facilities. 

Of those entered into under section 708 many have been withdrawn 
as the need diminished. However, a number of production and inte- 
gration committees of the Department of Defense remain in existence, 
to^et^er with 3 other programs sponsored by other departments, 2 oi 
which have strong Department of Defense support, ■■■ 
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Though limited in number, those agreements are supplying - im- 
portant support to mobilization preparedness and it is likely that the 
need for others, both in the miUtarj and nonmilitary ^eas, will 
develop. 

Furthermore, as a preparedness device for a time of stepped-up 
mobilization, section 708 has great value. 

Under present law, the antitrust exemption would terminate with 
the expiration of the act unless it had been previously withdrawn by 
the President. 

A committee of distinguished private persons appointed by the 
Attorney General to advise him on the effectiveness of the antitrust 
laws consulted with officials of the Departments of State, Defense, 
and Commerce, as well as the Foreign Operations Administration, in 
connection with the relation of those laws to United States programs 
abroad. As the Assistant Attorney General for Antitrust stated 
before the Senate Banking and Currency Committee, the Attorney 
General's committee, after considering the views of those executive 
agencies, recommended, among other things, that the section 708 
exemption extend beyond the expiration of the act in order to encour- 
age the participation of private firms in voluntary agreements which 
would require substantial investment on their part — investments 
which they might not be inclined to make for a possibly short-term 
purpose. 

For example, it is possible that the national defense may indicate 
the need for the development of a foreign source of a strategic material 
under circumstances which would require participation and invest- 
ment, and possibly combined marketing, by several concerns. While 
meeting essential defense needs, those activities might be considered 
in some degree a restraint of trade. 

In such a case, private parties would not be likely to accede to the 
Government's request to participate in such a combination without a 
grant of antitrust immunity. 

Nor could they risk the loss of their substantial investment in such 
an operation which could result from termination of section 708 and 
the immunity granted thereunder. Some assurance of duration of 
the program for a number of years would be necessary to induce 
action on their part. 

The recommendation of the Attorney General's Committee was 
adopted by the Attorney General and recommended to ODM. I 
approved it and accordingly propose the following amendment to 
section 708 desired to reflect the recommendation of the Attorney 
General's Committee: 

SectioD 7 
(d), Ce), (f) 
OS follows: 

"(c) Whenever, before the expiration of this section, the President shall find 
(1) that the continuation beyond the expiration of this Bection of any voluntary 
agreement or program entered into and approved under this section is in the 
public interest as contributing to the national defense and (2) that the objectives 
of the agreement or program cannot be accomplished if antitrust immunity ia 
limited to the period when this section is in effect, no act or omission to act 
fiursuant to such voluntary agreement or program, which occurs during such 
period of continuation not to exceed 20 years as is specified by the President, 
ahaU be construed to be within the prohibitions of the antitrust laws or the 
Federal Trade Commission Act of the United States," 

Subsection (d) of section 708 is amended by making "subsection (b)" read 
''subsections (b) and (o)" in both sentences of the subsection. 
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It requires the President to find that a continuation of the antitrust 
immunity beyond termination of the section is in the interest of 
national defense. 

We have no firm convictions on the duration of this extension but 
it should be reasonably long in order to be effective. Twenty years 
has been suggested; but 10 years might be long enough to accomplish 
the objective of the Attorney General's Conmiittee. 

Next, Mr, Chairman, I would like to discuss briedy a proposed 
amendment dealing with the question of an executive reserve. 

In past emergencies the organization of the Federal Government 
and the recruitment of necessary executive personnel from outside 
the Government has been a relatively lengthy process. In the past 
we have had time to spare. 

However, developments in mUitary technology and the greatly 
enhanced capabilities of successful enemy attack on the continental 
United States make it urgently necessary that a systematic program 
for executive recruitment be established in advance so that the Gov- 
ernment's emergency oi^anization could move rapidly into action 
under the guidance of trained executives. 

Consequently, the ODM has established a nucleus executive reserve 
to augment existing personnel, for Government mobilization positions 
in periods of national emergency. 

Under this plan we have recruited approximately 50 highly qualified 
individuals from private life who have indicated a willingness to aerve 
the Government in a civilian capacity on a voluntary basis. 

At the present time most of these men are in private life but many 
have had some form of Government mobilization experience — some 
are presently engaged on a temporary or intermittent basis, as con- 
sultants or as w. 0. c.'s — persons employed without compensation — 
by one of the agencies engaged in mobilization activities. 

In the event of an emergency they might perform their Government 
duties on a civil service salary basis, as paid consultants or as w. o. c's, 
if necessary. 

The reservists are brought to Washington and given a brief orienta- 
tion program on Government organization and operations and on the 
plans and programs of the area m which they will serve, production, 
materials, stabUization, manpower, telecommunications, etc. 

At least once each year the reservists are asked to return for addi- 
tional training and briefing on current developments and are given an 
opportunity to participate in war games such as the recent "Operation 
Alert," many reservists took part in that exercise. "< 

The ODM pilot program is proving successful and has met ■with 
favor by industry, labor, and the professions. 

To go beyond the pilot stage, however, the executive reserve should 
be established on a coordinated basis throughout the Government. 

To do this it will be necessary to secure the cooperation of the 
agencies of the Government in establishing reahstic objectives as to 
the number of executives needed and in carrying out recruitment pro- 
grams in a coordinated manner. 

It wdl also require the support of industrial and business organiza^ 
tions, trade associations, labor unions, colleges, and other organiza* 
tions. 

We believe that a congressional endorsement of this program would 
do much to engender the necessary cooperation on the part of the exec^ 
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utive agencies and of the private enterprises which will be called upon 
to make key executives available. 

I therefore recommend that section 710 of the act be amended by 
redesignating subsections (e) and (f) as subsections (f) and (g), respec- 
tively, and by inserting after (d) a new subsection as follows: 

(e) The President is further authorized to provide for the establishment and 
training of a nucleua executive reserve for employment in executive positions in 
Government during periods of emergency. Members of this executive reserve 
who are not full-time Government employees may be allowed transportation 
and not to exceed $15 per diem in lieu of subsistence while away from their homes 
or regular places of busmeas for the purpose of participating in the executive reaerve 
training program. The President is authorized to provide by regulation for the 
exemption of such persons who are not full-time Government employees from the 
operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United States 
Code and section 190 of the Revised Statutes (5 U. S. C. 99). 

Next, Mr. Chairman, I will deal very briefly with the period of 
extension of the act. 

H. R. 7071 does not specify the period of time for which the 
Defense Production Act is to be extended. The most recent extension 
was for a period of 2 years, from June 1953, to June 1955. And then, 
of course, the Congress extended it for a period of 30 days. It is 
recommended that a similar extension be made at thb time. 

A similar 2-year extension is recommended in the period of time 
you give such companies the benefit of rapid tax amortization to some 
extent? 

These changes would be accomplished by making section 303 (b) 
of the act refer to the year 1965 rather than 1963 and section 717 
of the act refer to the year 1957 rather than 1955. 

Mr. Chairman, that concludes the presentation of my direct 
testimony. 

The Chairman. Mr. Patman. 

Mr. Patman. At the right time, Mr. Chairman, if you want to ask 
questions 

The Chairman. You may proceed. 

Mr. Patman. Mr, Flemming, I wanted to ask you particularly about 
this rapid tax amortization as it relates to cement companies. Didn't 
you give such companies the benefit of rapid tax amortization to some 
extent? 

Mr. Flemminq. Mr. Chairman, the answer is "Yes," we have. 

Mr. Patman. Have you ceased to give those benefits? 

Mr. Flemming. I will have to ask and see whether or not that 
expansion goal has been reached. At the present time, I am told that 
the ooly expansion goal open on cement is in the New England area. 

Mr. Patman. In other words, you consider that is the only place 
where there is great shortage? 

Mr. Flemming. As far as the evidence that has been presented to 
us is concerned; that is correct. 

Mr. Patman. Don't you know cement is on the black market in 
Texas and other Southwestern States right now? 

Mr. Flemming. Mr. Congressman, if there is a serious situation in 
other parts of the country I would be very glad to have a presentation 
made and I would be very glad to look into it and see whether we 
should open the goal. 

Mr. Patman. I am surprised that you don't know that. What kind 
of reporting do you have that you don't know it? It is in the news 
papers and private contractors have reported on it. 
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Mr. Flemminq. Mr. Chairman, as far as I know we do not have 
any application pending from that part of the country. 

Mr. Patmax. I am talking about reports to you of this shortafr<^ 

Mr. Flemminq. Normally, this expansion goal program operates in 
such a way that as shortages do develop of a serious nature we im- 
mediately begin to get applications asking for the rapid tax amortiza- 
tion. You may recall that about a year ago I went into the problem 
as far as the California area was concerned, and as a result of a very 
careful study of that situation we did open that expansion goal — 1 
think it is closed now. 

Mr. Patman. Anyway, you would consider opening it if there is 
any place you consider that there is a shortage; you will consider 
permittii^ again the rapid tax amortization for cement plants? 

Mr. Flemminq. We would be very happy to go into it, Mr. Con- 



Mr. Patman. Mr. Flemming, do you have many people working 
for you on what they call a w. o. c. basis, that is, without 
compensation? 

Mr. Flemming. Yes, sir. 

Mr. Patman. About how many do you have? 

Mr. Flemming. Approximately three in our oi^anization. 

Mr. Patman. What companies do they represent when they are in 
civilian life? 

Mr. Flemming. We have one who normally is with the American 
Telephone & Telegraph Co.; we have another who is normally with 
the Shell Oil Co.; and then we have in the transportation field, a man 
whose regular position is in charge of traffic for the Texas Co. 

Mr. Patman. Texas Oil Co.? 

Mr. Flemming. That is right. 

I think those are the only three, Mr. Chairman. 

Mr, Patman. How do you reconcile the selection of people without 
compensation with the Code of the United States, which seems to be 
rather plain against that? 

Mr. Flemming. Mr. Congressman, as you appreciate one of the 
sections of the Defense Production Act, which has been in the act 
from the very beginning, does give authority. 

Mr. Patman. That is right. 

Mr. Flemming. It gives authority to the executive branch to do 
that. 

Mr. Patman. No departments of the Government have that power 
except those involved in Defense Production? 

Mr. Flemming. I think that is correct. It is possible that the 
Department of Defense has been given some authority along that line, 

Mr, Patman, Possibly. It is not given generally? 

Mr. Flemming. That is right. The authority stems from this 
provision of the Defense Production Act. 



The National Defense Act of 1916 authorised the appointment of an Ad- 
visory Commission to the Council of National Defense, the members serving 
without compensation. 

Ati appropriations act in 1916 granted authority for the employment of sp©. 
cially qualified persons without compensation. 

These authorities were used extensively during World War I in connection 
with the War Industries Board under Bernard Baruch and otherwise. 
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' In 1940 an appropriations act authorised the employment of persons of out- 

atanding experience and ability at a dollar-a-year. 

Similar authority for the employment of without-compensation personnel was 
provided the same year. 

'■ By the end of that year there were 100 businessmen serving the Government's 
defense effort either on a dollar-a-year or without-corapensation basis. Of the 
executive and specialist personnel serving the National Defense Advisory Com- 
inisaion by the end of the year, more than half were nonsaUried. 
■ Throughout World War II very heavy reliance was placed by the wartime 
production and control agencies on businessmen serving the Government 
without a Government salary. 

The use of dollar-a-year men was criticized and thoroughly aired before various 
committees of the Congress. 

A number of bills were introduced which would have prohibited the use of 
dollar-a-year men, but did not become law. The Chairman of the War Production 



Board strongly supported the use of businessmen without Government salary as 
necessary to the defense job. Senator Truman, who had conducted the m^or 
investigation into these employment practices, advised the Chairman of the War 



Production Board that he would not interfere with the practices in view of the 
Ghairman's conviction as to its importance. 

Between World War II and the Korean war withoiit-compensation personnel 
were employed in defense activities under various authorities such as the National 
Security Act of 1947. 

In 1950, after the outbrealt of hostilities in Korea, the Defense Production Act 
authorized the employment of without-compensation personnel and that authority 
has been used consistently from 1950 to date under an Executuve order issued by 
President Truman in November 1960 placing limitations upon the use of the 
authority and prescribing procedures very similar to those which were worked out 
by the War Production Board during World War II, 

Mr. Patman. You spoke about these voluntary agreements. You 
stated that they will be "immune from prosecution for the terms of 
the agreements up to 20 years." Then you suggest 10 years would 
possiWy be sufficient. Don't you really think 10 years is a Uttle bit 
extended for immunity purposes there? 

Mr. Flbmming. Mr. Congressman, I am sure that that position 
could be argued, and I want to indicate to the committee that I do 
not have any dogmatic feeling as to the length of time. You will note 
that such an extension could take place only after a finding on the 
part of the President that it was essential to national defense. 

You will also note that whatever period of time is agreed upon, 
that that is the outside limit. That is, the President could provide 
for an extension of the immunity up to 10, let us say, 10 years, but he 
could also decide that that extension was only necessary for a year or 
2 years beyond the expiration date. In other words, it is a su^ested 
outside limit. 

Mr. Patman. That is right. 

On page 12 of your testimony you mention qualified reserves, and 
that you have recruited 60 qualified individuals. Do you have a hst 
of those people with you, Mr. Flemming? 

Mr. Flemming. I do not have them with me, Mr. Congressman, 
but I would be very happy to supply them for the record. 

Mr. Patman. If you will supply them for the record. 

(The information referred to is as follows:) 
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&«cuMk Office of the PreiideHt, Office of Defente Mobitizalion — July IS, 19BS v 

Nuns, title, and ODM ares 



Followtng persons received without-compen- 
satim sppolDtmeata under Eiecutive 
omer Na. 101SS Hod wire on b lull-time 

Botkln, Harold M„ A 



DotidIb, John P^, conaultant. Co(ffdlnfllor 

OB TrsneportBtloD, Frodacllon, 
floyd, WOlUjn B., AaOO/wt Dlrectar lor 
Materials, Materials. 
Following perams appointed as special oon- 
Miltants to tba DlrectiX' under Eiecative 
' Order No. 10183 and serve on a part-time 
basis: 
Brownlee, J. F., ooasullant (eiecative 

Keenan, ioaeph D., eipert (assistant Ui 
Director for Labor). 

Vanoe, Harold B., consultant, Office of tbe 
nireotor. 
FoUowlcE' persons appointed as consultants 
under fiecutlve Order No. lOlSZ and either 

Inlermllleat basis in order to advise on 
special problems: 

Andersen. Ralph H.. consultant (eiecu- 
tlve reserve). Production. 

Armstrong, Cole A., consultant, plans 

Bjiker, William C, consultant, Produe- 
Baylls, Arthur E., oonsultant, Produe- 



Earoldg., 

Bell, Frederlcfe },, consultant (eiecutive 
reserve), Manpower. 

Bond, Horatio L., consultant, Plans and 

, consultant. Flans and 

initer, Ellis W., consultant. Materials. 

Brown, Andrew H., consultant, Froduc- 

Campbell. Aleiander, consultant, Fro- 

duction. 
CaplMi, Benjamin, consultant, Produc- 

Cieaves, Emery N,, eonsiUtant, Plans 

and Readiness. 
Conway, OranvUe, consultant, Produc- 

Coofce, James L., consultant, Production. 

Cotton, Rlcbard 

and Readiness. 
Cheston, Cllarles 

of Director, 

reserve). Production. 
Crowson, Oeonre M., consultant, Flans 

and Readiness. 
Eddy, Nelson H., oonsultant, Slabiliia- 

Emberson, Rlcbard M., consultant. 

Plans and Readiness. 
Darftusch, Carltoi ~ 



Sept. 2^1«M 
Sept. 2a,lBG4 
Sept. 0,19M 



Oct. 14,. 
July 29,, 



Aug. 10, 
May M, 



>., Ban Franolsco, CallL 



}. H. Whitney & Co., New Y)»k, N. Y. 

Secretary-treasurer, Bnflding and Con- 
stmctlOD l^rades, A. F. oIL., Washing- 



Eieoitive vice president, DnU«d Engi- 
neering Corp., Miami, Fla. 

DelenseBCtivltiesenglneer,A, T. AT. Co., 
NewYork, N. Y. 

Vice president, B, * 0. R. R. Co., Balti- 
more, Md. 

Vice president. New York Central R. R., 
NewYort, N. Y. 

President, Williams College, Wllllams- 
town, Mass. 

Vice president, Falston-Purlna Co., St. 
Louis, Mo. 

Memlier, merchandise department, J. O. 
Peoncy Co., New Yorit, N. Y. 

Eiecutive vice president. National Auto- 
mobile Dealers Association, Wa^lnglon, 
D. C. 

Chief engineer. National Fire Protection 
Association, Boston, Mass. 

Director, public relations, Republic Steel 
Corp., Cleveland, Ohio. 

Chairman of the board, Plymouth Cordage 
Co., North Plymouth. Mass. 

Commerce counsel, Cleveland Chamber of 
Commerce, Cleveland, Ohio. 
Qtendent, Qrcat ^ 
, _.. - _Jl, Minn. 

It chief economist, Sebanley Indus- 

s. New York N. Y. 

president, Celanese Corp. of America, 



Oeneral superintendent. Seaboard Ah' Line 

R. R, Co., Norfolk, Va. 
Assistant to the president, FhOco Corp., 

WBshii^;ton, D. C. 
Dh^ctor of various Industrial and financial 

institutions. 
Vice president. New York Telephone Co., 



Assistant to the president, Associated Unl- 
veralttes. Inc., New York, N. Y. 

Partner, Dareusch, Carew, Greek A King, 
Columbus, Ohio. 

Inlemallonal Union of Electricsl, Radio & 
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Erecuiive Offiee of tht Preridera, Office of Defente Mobiliiaiion — July 16, J96S — Con. 



NuDB, title, tad ODM ar 



Prlv&M employment 



dm coMullants 

_ tfrdwNo. 10182— Con. 

Fowler, Vincent R., oanailtaut. Pluii 



Following penoni 



Oreeley, L. J., cousuJtuit, Plana and 

Readiness. 
Hale, Howard W., consultant, Produc- 

Baley, James F., consultant. Production. 

Hollister, Solomon C, consultant, Man- 

Hondereon, Forest L., ronsultaut (eiecu- 
tlve reserve), Tekcommunlcatlons, 

H^, Herbert L., consultant (eiecutlve 
reserve). Materials, 

Henle, Peter, consultant {execollTe re. 

serve), Manpouer. 
Boyt, Palmer, consultant, Office of 

blreclor. 
Hnlub, David C„ consultant, Stablllia- 

Bood, James M., consultant. Production. 

Kelly. Burobam. consultant, Plans and 



Laurltsen, Cbarles C. consultant. Science 

Advisory Committee. 
LeSauvage, Qeorfe R.. consultant, 

Lllygren. Oeor^ N., coiuultant (execu- 

Llnd, John N ,', consultant. Production. . . 

Lut«s, Leroy, consultant (executive 

reserve). Office ol Director. 
Lynch, Perry J., consultant, Production.. 

Mahoney, J. J., consultant. Production... 

McCarthy, Russell C, consultant, Man- 

Mctntyre, A. F,, consultant. Production. 

McLeod, John E., consultant, Produc- 

b R., consullaot, Production. 



Magee.C 



o L., Jr., c 



laultant, Plai 



and Readiness. 
Noe, James E., consultant (eiecutlve 
reserve) I^iiductltm. 

OgdeD. Cheater T„ consultant (eiecullve 

merve) MaMrlala. 
Old, Bruce B., consultant. Science Ad- 



Philllpa, Albert J, consultant, Matarlalf 
Powers, Philip N., oonaultant, Mai 



Paul, Q. Stewart, winaultant (eie- 

renrve) Telecommunications. 
Potter, Charles W., consultant 
tlve reserve) , Production. 



Oct. a, 1931 
July 2e,lS54 



Nov. 14, IBM 



Nov. 3,19S2 
July 20. ISM 



May 13.IB63 
May 17,1BW 



Apr. ItplOU 
May 24.1065 



Secratary-IreaHirer. BohU & Jacobs, New 

York. N. y. 
Chief. Division ol Program Services, 

Health, Education, and Welfare, Wash. 

ington, D.C. 
Hetlred JB-Igadl^r general. I). B. Army. 

Superintendent, St. Louis San Frandaco 

Ry. Co., Sprlnglleld, Mo. 
Manager, Kopjicrs Co., Inc., PIttaburgh. 



:lneering, Cornell 



Corp.. New Vor) 
Manager, production pia 
Aluminum Company ol 
burgh. Pa, 

Washli^lon. D.C. 
Editor and publisher, Th 
Denver, Colo. 



Massachusetts 

Cambridge. Mass. 
Eiecutlve secretary, Health Manpoi 



imitlec, U. 8. 
'■ - a, D.C. 



Public Health Serv 

in Tank Car 



Washlngtoi 
special repre 

Co., ChttBfc-, .... 
'rotessor of physics, California Instltut 

Technology, Pasadena, Calif, 
Isslstact 1o Di«sident, Frank J. Shatt . 

Co., New York, N. Y. 
ifice president. Carrier Corp., Syracuse, 

nanager. National Suppl 



Vice 



md. Calif, 
ealdenl, UnK 



in PaclDc RR., Omaha, 



Superintendent of transportation, AlchLs 
Topeka & Santa Fe RR., Chicago, 111. 

Manager, Industrial Management Coun^ 
Rochester, N. Y. 

Chief of freight (ransporUtion, Fennsyl 

Chief mechanical oOIa.., . 

Ohio RR., Rlcbmond, Va. 

VU» chairman, car service ( 



, Chesapeake 



D.C. 
Vice president, New York Life Insurance 



Manager ol purchBEes. 

Detroit, Mich. 
Vice president, A. D. Little, Inc., Ci 

bridge, Mass. 
Oeneral manager. New York, New Kav 

& Harllbrd RE., New Haven. Conn. 
Vice president. Louisville & Nashvii) 

RR., Louisville, Ey. 
Vice president, American Smelting 

Refining Co., New York, N. Y. 
Executive admlnlatralor, (Atomic electrl 

prolMt) Monsanto Chemical Co., Bi 

Loula. Mo. 
Vice president. Western Union Telegraph 

Co.. New York, N,Y. 
Assistant vice president, A. T. A T. Co.. 

New York, N. V, 
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Office of the Prendent, Office of Dejense MobiliaUiim — Jvi^ IS, 1966 — Con. 



Name, title, and ODM area 



j«^e ^rS 

RabI, laldoT I., uonsultanC Science Ad- 
visory CoiomltWe. 
Beeves, Edwsid D., cnDSUltant, Msn- 

Reli!. Thomas R.. consul lant (Fierutlve 

ressrTE), Manpower. 
Reilly. J. Francis, consultaDt. Froduc- 



Rlchardaon, Qeorgt 



cnnsollsnt, Plan! 



—id Keocllncs.. 
Ruttenherg, Btanlcy H., consulUnt (i 
" "' 1, Manpower, 



;, Prodnc- 

SeltzBT, Qeorge, oonaultaot, BtablUiatlun. 
Stacrrorii, Qli 



Sparks, William B., consultant (exeoiitlv 

raBerve), Telecommunioallona. 
Etrauss. Simon D., consiltaot, Materia 

Stockton, Josepli D.. consultant (cxein: 

Taylor.JameBh., expert (Asa lalant Dire 
tor of Manpower), Manpower. 

Trigg, RHlph S., consullanl (eieouti? 
reserve). Production . 

Tupper, Ernest A, c 

Walker.L. Oordon, consultant (siecutlTti 

reserve), Produclioo. 
Walsh. MbutIm C„ consultant. BlablUi 



Wcrtbam, Richard W. Ji 

Materials, 
Webster, William, consultant. Manpower 

Welllord, R. Carter, oonsnltant, Man- 

^mer,' William Q,, consultant. Plans 

and Readiness. 
Wysor, Rulus J„ oonsnltont. Materials— 

Zucliarlaj, Jerrald R., eouaultaut, Science 
Advisory Committee. 

Scbafer, Oeorie II.. oonsultunt. Produc- 
tion. 

Berkner, Lloyd V., consultant, Plans nnd 

EiQerlch, Horbnrt, ootisultaQt, Plans and 

Readiness. 
Lovell, 

WassoD, Edward H,, consultant 



. 6, IMS 



HrvB) 



July 2»,i: 
Nov. 21, 11 
Sept, 30, II 



Apr. 14 
May SS. 1951 
June 13, IBM 
Feb. Ii,l 
June 14.19GG 
Not. 3 



Prolessor phTsics, Columbia Univoraity. 

New York, N.Y, 
Executlvo vice president. Standard Oil 

Development Co., Now York, N. Y. 
Dlroftor of Civic Aflalra, Ford Motor Co., 

Dearborn, MIcb, 

division. AsHoclailou of Anjeriran Hall- 
roads, Wosbljif-Wn, D. C. 

tion or FIro Flfiwrs, Washington, D. C. 
Director, Depsrtmcjit of Education and 

HeBearoh CtO, Wa^lnglon, D. C, 
Partuer. Rboads & Oo„ Fblladclpbla, Pa. 
President. Fruit Orowers Eipreas Co., 

Woshinirtoii, D. C. 
Statistician. Assoflatlon of Ameriian RR.. 

WajhinBton, D. C. 
Visiting Jeotiirer. University of Minnesota, 

MInnoapolls, Minn. 
ProsldBut, Parker Houw. Boston, Mass, 

Vice president, RCA, New York, N. Y. 

Vice president, American Bmelllng & He- 

flning Co.. New York, N. Y. 
Vic* presldml, Illinois Bell Telephone Co., 

Chicago. 111. 
Director uf Industrial relations. Proeler 4 

Gamble Co., Cincinnati, Ohio. 
Self-employed. 



Manager. Core ilr Coal Eichange, Cle 

land. Ohio. 
Assistant to the president, Champj 

Paper * Fiber Co., HBmlltMi,_Omo^ 



New York, N.Y. 
Division maneBcr, 



I. T. & T. Co., 



England Tele- 
i'lon Oil Co. of 
ident. Southland Paper Mills, 



tOam- 



Systei 

du Pont Co. I Wilmington', Del. 

ManaEOr, publlo relations, Proete 
ble Co,. Cindnnatl^phlo. 

Spcdnl consultant. United States Steel 
Corp., Pittsburgh. Pa. 

Management consultant. McKinsfly & Co., 
Washington. D, O, 

Professor nr physics. Maseachusotls Insti- 
tute of TnehnoloKT. Cambridge, Mass. 

" ' iflle manMier. Wcyerbaujer Bales 



Co., ( 



J. Minn. 



President, Associated TTnlversltJea. New 

York, a. Y. 
Director. Public Administration. Clearing 



N.^' 
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' DsrBNSB Mobilization— 

EXXCTTTIVK BBSKBTIBTS 

sen. United 

L. (Prod.) 
Melvin Anahen, professor of industrial administration, Carnegie Institute of 

Technology, Fittsbufgh 13, Pa. (P. and R.) 
Adm. Frederick J. Bell, executive vice president, National Automobile Dealers 

Association, 1800 H Street NW,, Washington 9, D, C. (MP) 
George Brown,' economist, American Federation of Labor, 901 Massachusetts 

Avenue NW., Washington, D. C. (SUb.) 
James P. Brownlee,' partner, J. H. Whitney A Co., investment bankers, 630 5th 

Avenue, New York 20, N. Y. (Stab.) 
Albert J. Caroy, general commercial manager, New York Telephone Co., Albany, 

N. Y. (Prod.) 
Robert L. Clark, Robert L. Clark & Associates, 5128 Bradley Boulevard, Chevy 

Chase IS, Md. (MP) 
Brig. Gen. Carlton 8. Dargusch, attorney, 33 North High Street, Columbus, 

Ohio (MP) 
John J. Flynn, legislative director, International Union of Electrical, Radio, and 

Machine Workers, CIO, 734 15th Street NW., Washington 5, D. C, (MP) 
Bertrand Fox, professor of business administration. Harvard Business School, 

Cambridge, Mass. (P. and R.) 
H. L. Hall, manager, production planning division. Aluminum Co. of America, 

Pittsburgh, Pa. (M:at.) 
Forest L. Henderson, executive vice president and director, American Cable & 

Radio Corp., 67 Broad Street, New York 4, N. Y. (Tel.) 
Peter Henle, assistant director of research, AFL, 901 Massachusetts Avenue NW., 

Washington, D. C. (MP) 
T. C. Keeling, Jr.,' assistant vice president, Chemical Division, Koppers Co., 

Inc., Pittsburgh, Pa. (Mat.) 
Theodore F. Koop, Washington director of news and public affairs, Columbia 

Broadcasting Station, Columbia Broadcasting House, Washington, D. C. 

(P. and R.) 
George Lilygren, vice president and general manager, Machinery and Systems 

Division, Carrier Corp., 300 South Geddes Street, Syracuse 1, N. Y. (Prod.) 
Carl Lindner,' economist, AFL Glass Bottle Blowers Association of the United 

States and Canada, 226 South 16th Street, Philadelphia 2, Pa. (Mat.) 
Endicott R. Lovell,' president, Calumet & Hecla, Inc., 122 South Michigan 

Avenue, Chicago 3, 111, (P. and R.) 
Lt. Gen. LeRoy Lut^ (U. S. Armv retired), president, Pacific Tire i Rubber Co., 

4901 East 12th Street, Oakland 1, Calif, (P. and R.) 
Harold B. Lyda, 189 Lincoln Avenue, Albany 7, N. Y. (MP) 
James Noe, international representative. International Brotherhood Electrical 

Workers (AFL), 1200 15th Street NW., Washington, D. C. (Prod.) 
Chester F. Ogden, the Detroit Edison Co., 2000 Second Avenue, Detroit 26, 

Mich. (Mat.) 
G. Stewart Paul, vice president, operating department, The Western Union 

Telegraph Co., 60 Hudson Street, New York 13, N. Y. (Tel.) 
Charles W. Potter, assistant vice president, American Telephone & Telegraph 

Co., 101 Sunset Avenue, Asbury Park, N, J. (Prod.) 
Thomas R. Reid, director of civic affairs. Ford Motor Co., Dearborn, Mich. (MP) 
George J. Richardson, secretary-treasurer, International Association of Fire 

Fighters (AFL), 901 Massachusetts Avenue NW., Washington 1, D. C. (P. and 

B.) 
Stanley Ruttenben?, director of research, CIO, 718 Jackson Place NW., Wash- 
ington, D. C. (MP) 
Sidney Sparks, vice president in charge of commercial activities, RCA Com- 
munications, Inc., 66 Broad Street, New York 4, N. Y, (Tel.) 
Leiand Elbrii^e Spencer,' assistant to president, Goodyear Tire & Rubber Co., 

Akron, Ohio (Mat.) 
George A. Steiner, professor of economics. College of Commerce, University of 

Illinois, Urbana, III. (P. and R.). 
Joseph D. Stockton, vice president, Illinois Bell Telephone Co., 212 West Wash- 
ington Street, Chicago 6, 111. (Tel.). 

' In prowsa of tertlfloatlon. 
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J&mes H. Taylor, director of industri&l relfttioiu. The Procter & Gamble Co., 

Ivorydale 17, Ohio (MP). 
0. V. Tracy,' president, Enjav, Inc., general manager. Chemical Products Division, 

Esao Standard Oil Co., 15 West 51st Street, New York 19, N. Y. (Mat.). 
Ralph S. Trigg, 1110 Ridgecrest Drive 8E., Albuquerque, N, Nex. (Prod.), 
Ernest A. Tupper, manager, Washington office, American Can Co., 1420 New 

York Avenue NW., Washington, D. C. 
Paul A. Vanstrum,! Vanstrum Travel Service, 306 Second Avenue South, Min- 
neapolis 1, Minn. (Stab.). 
L. Gordon Walker, manager, Ore and Coal Exchange, 1101 Terminal Tower 

Building, Cleveland 13, Ohio (Prod.). 
Edward H. Wasson,' vice president, American Telephone & Telegraph Co., 195 

Broadway, New York 7, N. Y. (Tel.). 
R. Carter Wellford, manager of personnel division, film department, E. I. du Pont 

de Nemours & Co., Wilmington 98, Del. (MP). 
Elmer H. Weaver,' vice president, procurement and contracts, Union Oil Co. of 

California, Union Oil Building, Los Angeles 17, Calif. 
Jsmea A. Williams, division manager, New England Telephone ft Telegraph Co., 

59 Oliver Street, Boston, Mass. (Prod.). 
Richard W. Wortham, Jr., executive vice president. Southland Paper Mills, Inc., 

Lutkin, Tex. (Mat.). 

ABBRBVIATIONB 



or lor Manpower. 

. jlor for Materials. 

ce or Assistant Director tor Flans and Readlnesg. 



Mat.— Office of Assistant Director for Materials. 



11 Dlreotor tor Telecom 



Mr. Patman. Do you contemplate thev will be exempt from the 
conflict-of-interest statute if they work for you in the capacity in 
which you have them listed, Mr. Flemming? 

Mr, Flemmixg. As I indicated, Mr. Congressman, some of these 
people in the event of emergency would come in aa fuUtime employees, 
and would not be exempt, of course, from the conflict-of-interest 
statute. If the provision that has been in the Defense Production 
Act is continued it would be possible in the event of an emergency to 
bring some of them in, put them in positions and exeropt them from 
the conflict-of-interest statutes just as we did during World War II 
and during the Korean hostilities. 

Mr. Patman. In addition to their names will you also give the 
companies that they are associated with? 

Mr. Flemming. I would be happy to. 

Mr. Patman. And any other pertinent information? 

Mr. Flemming. Yes. I might say some of these people are from 
business concerns, some from labor organizations, some are from col- 
leges and universities, and so forth. I wiU be very glad to indicate 
their present connections. 

Mr. Patman. Also, I would like you to furnish the committee a 
list of the names of companies in each industry which has had tax- 
amortization certificates approved under the Defense Production Act 
of 19-50, and show the value which was covered by the tax-amortization 
certificate. 

Mr. Flemming. Mr. Congressman, may I say that of course we 
can supply that information. It involves a list of about 29,000 
altogether. 

Mr. Patman. 29,000? 

Mr. Flemming. Yes. 

Mr. Patman. You could file it with the committee? 
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Mr. Flemminq. I would be very happy to. 

Mr. Patman. It might not be printed in the record unless some 
member requires it, but for the present to be filed, 

Mr. Flemming. We will be very happy to do that. 

(The information referred to above has been filed with the com- 
mittee.) 

Mr. Patman. Give us a list of names of the 628 companies, or 
however many there are, in your list that have applied and have not 
been approved. 

Mr. Flemming. All right. 

Mr. Patman. I would like to know the average asset size of the 
companies in each industry, and compare these averages with the 
averages of the assets of those companies whose applications are in 
your backlog; in other words, I think we could fairly compare the 
averages of the companies' total assets. 

Mr, Flemming. Congressman, could I ask a member of our staff 
to discuss that request with you and indicate what the implications 
of it are, and we will be glad to, as far as we can, to conform to it? 

(The information referred to is as follows:) 
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Mr. Patman. There was a story yesterday that discussed expanBion 
of aluminum and other materials, but it didn't say anything about 
cement. That is what disturbs me; you don't seem to be disturbed 
about cement except in the New England area? 

Mr. Flemming. Congressman, may I say to you that we will be 
more than happy to consider any evidence indicating that we should 
open the goals in certain other regions, I think that our hiatory in 
handling the cement problem indicates clearly that we are willing 
to respond to presentation of that kind. 

Mr. Patman. I am heartened by that. T want to make this sug- 
gestion to you, that you not depend upon applications for rapid tax 
amortization as your only source of information to determine shortage. 

Now, it happens in cement there is hardly an area in the United 
States that is as big as a county that doesn't have the makings of 
cement, I have been told. In other words, the raw material is all 
over the country, generally, but you can't get money to go into the 
cement production business. The big banks, of course, are looking 
at it from their standpoint, and I don't blame them. I guess that is 
part of the private enterprise system, and I am not in opposition to it. 
But they don't feel that it is in their interest to disturo the seller's 
market that they have had in cement for a long time, and the cement 
people are interested in the banks, too, and they are just not makii^ 
any loans for cement production; they are just not doing it. Further- 
more, some of our friends went to the insurance companies and they 
felt they would find money there. The insurance companies have a 
lot of money, but they found the same thing there. The boards of 
directors have people who are already interested in cement companies. 
They can't get a penny to build a cernent plant. Therefore, you won't 
have any applications to build cement plants. 

Out in west Texas I know of a case where they actually had the 
money. They put it on the barrelhead — three and a half million 
dollars. Then they couldn't get the equipment to go into the cement 
business. They were stopped again. 

I really believe these particular people have gotten around it some 
way by doing certain things, which are not necessary to discuss here, 
but it is a very difficult thing to get into the cement business. There 
is a terrible black market in the Southwest in cement right now. It is 
going to slow down production of houses and everything else. 

I am glad to know, and I am heartened to know, that you ere on the 
alert to do anything that is necessary to increase the volume of cement 
production if it is brought to your attention in a proper way. 

Mr. Flemming. We will be very happy to go into it. 

Mr, Patman. That is all I care to ask, Mr. Chairman. 

The Chairman. Mr. Wolcott. 

Mr. WoLCOTT. Dr. Flemming, I understand under title III you 
make direct loans or if you participate with banks in raising the capital 
for expansion of production it must be related very definitely to the 
national defense? 

Mr. Flemming. That is correct. 

Mr. WoLCOTT. But you can under the tax amortization pr(^;ram 
give some relief for plant expansion for civilian purposes. That is, 
you are not bound under the act? 

Mr, Flemming. Congressman Wolcott, in connection with tax 
amortization we must find that the proposal involves an expanmon 
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and involveB an expansion in the interest of national defense. Id 
other words, all of our expansion goals are based on what we regard as 
national defense needs, and if a person is to qualify for a tax amorti-. 
zation certificate he must show that his proposal involves some ex- 
pansion within one of our open goals. 

Mr. WoLcOTT. It is all right if the civilian needs are identical to the 
expansion for defense purposes? 

Mr. Flbmming. Well — ■ — ■ 

Mr. WoLcoTT. I didn't make myself clear, I guess. 

Under title III, as I understand it, your loans and participations 
must be predicated primarily on an expansion for defense purposes; is 
that ri^t? 

Mr. Flemhino. That is right. 

Mr. WoLCOTT. Of course, the relation between tax amortization 
and national defense must be established? 

Mr, Flemming. Basically, Congressman Wolcott, I don't think 
there is reaUy a major distinction between the authority under the 
Defense Production Act and at least the policy that has been foUowed 
in connection with tax amortization. 

Mr. Wolcott, I realize it is pretty hard to draw a definite line. 

Mr. Flemming. That Is right. 

Mr. Wolcott. This amendment will be used in a plant for the 
manufacture of weapons for war? 

Mr. Flbmming. It presents a very real problem. For example, we 
have to take into consideration whether there is a demand for, let us 
say, for the construction of airports, and if there is a very marked de- 
mand for that particular purpose obviously there is a defense relation- 
ship. It is that type of thing that we need, and must take into con- 
sideration. 

Mr. Wolcott. I think what Mr. Patman asked you about, relates 
to, where is there available the capital for new businesses and following 
that ia there any impediment to the use of that capital? 

Was that your question? 

Mr. Patman. Yes. You put your finger on the problem. 

Mr. Flemming. I appreciate, from the contact that I had with the 
cement problem in relation to the west coast about a year ago, that 
we are confronted with the kind of problem that Congressman Patman 
has outlined because there was a very vigorous debate going on then 
as to whether or not we should increase the expansion goal for the west 
coast. 

There was one group who were contending that the present or exist- 
ing capacity was adequate to take care of all needs, and then the users 
were contending that that was not the case. I finally broi^ht in a 
special consultant, just to go out to the west coast and review the 
situation on the ground. He came back with a report which was very 
convincing as far as I was concerned to the effect that there was a 
very real need, and that certainly a good portion of that need was 
defense, and, consequently, on the basis of his recommendation I 
authorized an opening of that goal, an increase in the goal, and we did 
handle some tax amortization certificates as a result of that action. 

Congressman Wolcott, I appreciate also that we were up gainst a 
similar problem as far as your part of the country is concerned. 
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Mr. WoLCOTT. I recall your stepping in there rather quickly. I 
believe as a result of that, since a couple of years ago, they have almost 
doubled capacity of tbe plants, 

Mr. Flemming. As you recall the argument there was over the fact 
that there was enough being produced in tbe area to take care of the 
area, but they ignored completely the transportation pattern as far 
as cement was concerned, and tbe same person that went out, took a 
look at the Paciiic coast situation, took a look at this situation for me 
and recommended that we break through what had become, I tiiought, 
a rather vicious circle, and consequently we did authorize an increase. 

Mr. Patman. Could I ask a question, Mr. Chairman? 

The Chairman. Mr. Patman. 

Mr. Patman, When the production of cement was finally ordered 
to he increased, or at least you said it should be increased, who did the 
increasing? Did the existing companies expand their existing output, 
or did you have new companies go into the field? 

Mr. Flemminq. I personally do not recall that, and Mr. Pamell, 
who handles that operation for us, doesn't recall it either. 

We will get that information for you. 

Mr. Patman. You will put it in the record? 

Mr. Flbmmino. Yes, sir. 

(The information is as follows:) 



Southern California area — 2,000,000 barrels additional capacity 

1. California Portland Cement Co. Certificate (TA-26290) issued March 30, 
1954. Facilities located west of Mojave, Kern County, Calif. Expansion will 
make available additional 1,900,000 barrels per annum and will cost approxi- 
mately $13,366,000 of which $12,775,000 was certified at 60 percent. 
Michigan area — 2,600,000 barrels additional capacity 

1. Huron Portland Cement Co. Certificate (TA-384) issued April 14, 1954. 
Facilities located at Alpena, Mich, will provide 825,000 bairele per annum- 
Estimated cost $1,756,417, of which 81,506,705 was certified at 60 percent. 

2. Peerless Cement Corp. Certificate (TA-5158) ieaued April 9, 1954, Faoil- 
itiea located at Port Huron, Mich, will provide 1,200,000 barrels per annum. 
Estimated cost $2,995,000 of which $2,877,632 was certified at 90 percent. 

3. Huron Portland Cement Co. Certificate (TA-16767) issued March 14, 1954. 
Facilities located at Alpena, Mich, will provide 1,650,000 barrels per annum. 
However, since the capacity certified under (1) and (2) above totaled 2,025,000 
barrels and the goal called for 2,500,000 barrels, only 475,000 barrels remamed 
in tbe goal. Accordingly, only about 30 percent of the capacity of this plant was 
eligible and the certificate was issued at 60 percent for 30 percent of the coat 
(estimated at $4,900,000). 

Mr. Patman. If the existii^ companies did it they were allowed to 
do things that they were opposed to, because they were against 
increasing output, weren't they? 

Mr. Flemminq. I am sure some of the existing companies were. 
There is no doubt about that. 

Mr. Patman. That is all. Thank you. 

The Chairman. Mr. Flemming, those commonly known as the 
dollar-a-year-man, those who work without salaries, they still draw 
salaries from tbe oi^anizations they are supposed to represent? 

Mr. Flemming. That is right, Mr. Chairman, normally. I suppose 
there are exceptions to that, out normally that is the situation. 

The CuAiRMAN. Are they on the policy committee? Do they formu- 
late the policy of the Administration? 
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Mr. Flemming. Mr. Chainnaa, I do not know of any instance 
where they would make a final determination as to a policy matter, 
I can speak, of course, of my own organization, and I can say just 
definitely and flatfootedly that that is the case, and I think that that ia 
the general situation throughout the Government. 

Of course, as you appreciate, it is always a little bit hard to draw 
this line between policy and administration. 

The Chairman. Wouldn't they disqualify themselves because of 
interest of a policy affecting their own institution? 

Mr. Flemming. Mr. Chairman, they are required to do that. 

The Chairman. A judge will always refuse to try a case if he finds 
a juryman interested in the proceedings. 

Mr. Flemming. That is right. 

The Chairman. 1 don't think he should be in position where he 
could make the policy if the policy beneficially affects his interests. 

Mr. Flemming. May I say, Mr. Chairman, this is a problem with 
which I have had some contact for a considerable period of time. As 
some of you may recall, I was serving as a member of the Civil Service 
Commission during World War II, and at the beginning of World 
War II this problem arose, as to what we were going to do in connec- 
tion with dollar-a-year men. There was rather strong sentiment 
within the executive branch that we should avoid utfiizing their 
services as much as possible, but as we came face to face with some 
of the practical problems that had to be dealt with during that period 
I think all of us who got with the problem arrived at the conclusion 
that it was necessary to utilize them, but necessary to utilize them 
under some very stringent safeguards. 

I would like to say to this committee, as I did to the Senate Bank- 
ing and Currency Committee, in my judgment a man who made as 
fine a contribution to the establishment of standards for the utiliza- 
tion of such people as anyone that I know of was John Lord O'Brian, 
who served as General Counsel of the War Production Board. Some 
of the members of the committee will recall that when former Presi- 
dent Truman served as chairman of an investigating committee on 
the Senate side he went into this problem. That committee finally 
reported, in which they indicated a feeling that dollar-a-year people 
shouldn't be utilized except under very stringent circumstances. 

Then, of course, with the outbreak of hostilities in Korea President 
Truman was face to face with the same problem, but this time as the 
Chief Executive, and he had some definite convictions on it. Those 
convictions were reflected in an Executive order, which was issued to 
implement the provision of the Defense Production Act, which makes 
it possible to use WOC people, and waive the conflict of interest 
statute. That order is still in effect, and it is an order that is being 
followed, and in my judgment if that order is followed, both the letter 
and spirit of the order, we need have no fear about the kind of service 
that is rendered to the people by the without compensation people. 

Of course, we will get situations where a person serving without 
compensation will abuse his trust, but we also get situations where 
people who are serving with compensation abuse the trust that has 
been imposed in them. 

Basically, it comes down to a question of character, and, in my 
judgment the Executive order issued by President Truman does estab- 
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lish very adequate safeguards, and this administration, because it 
believed that, nas continued to operate under that Executive order. 

The Chairman. I don't think you will have any trouble where you 
can find men who will put their government and public duty above 
their personal interest, but sometimes you find men that don't do t^at. 

Mr. Flemming. That is ridit. (■ 

The Chairman. I don't mink that you ought to rely on their ^ 

judgment in reference to policy questions unless you are sure that ' 

they are inbued with that idea. 

Mr. Flemming. Mr. Chairman, may I read for the committee iust 
some relevant provisions of President Truman's Executive order? 
This was issued on November 21 , 1950, and following the first passage 
of the Defense Production Act by the Congress. 

He said: 



(a) So far ae possible, operations under the act shall be cttrried on by fu'I-time 
salaried employees of the Government, and appointments under this authority 
shall be to advisory or consultative positions only. 

(6) Appointments to positions other than advisory or consultative may be 
made under this order only when the requirements of the position are such that 
the incumbent must personally possess outstanding experience and ability not 
obtainable on a full-time salaried basis. 

(e) In the appointment of personnel and in assignment of their duties the head 
of the department or agency involved shall take steps to avoid, to as great an 
extent aa possible, any conflict between the governmental duties and the private 
interests of such personnel. 

Then it goes on: 

The authority delegated by this subsection to utilize at the regional local levels 
voluntary and uncompensated services is not subject to the policies prescribed in 
section 102. 

Then I would like to call attention to this section 201 of the order: 



and then it cites the conflict of interest statutes — 

except as specified in the following subsection: Exemption hereunder shall not 
extend to the negotiation or execution by an appointee under this order of Govern- 
ment contracts with a private employer of such appointee, or with any corporation, 
joint stock company, association, firm, partnership or other entity in the pecuniary 
proGts or contracts of which the appointee has any direct or indirect interest. 

(b) Exemption hereunder shall not extend to making any recommendation or 
taking any action with respect to individual applications to the Government for 
relief or assistance, on appeal or otherwise, under the provisions of the act made 
by the private employer of the appointee or by any corporation, joint stock 
company, association, firm, partnership, or other entity in the pecunuiry profits 
or contracts of which the appohitee has any direct or indirect interest. 

Then in the case of appointments under the subsection — 
Exemption hereunder sliall not extend t« the prosecutwn by the appointee or 
participation by the appointee in any fashion in the prosecution of any claims 
against the Government involving any matter concerning which the appointee 
had any responsibility during his employment under this order during the period 
of some employment, and the further period of 2 years after the termination of 
such employment . In the case of appointments under this subsection, exemption 
hereunder shall not extend to the prosecution by the appointee or participation 
by the appointee in any fashion in the prosecution of any claims against the 
dovemment growing out of any matter with respect to which the appointee 
was personally concerned in his official capacity during his employment under 
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I won't read the other section, Mr. Chairman, but I think I have 
read enou^ to indicate that if persons who are appointed under 
this provision of the act, and under the provisions of this order, hve 
up to both the letter and spirit of that executive order, we do not 
have to fear about the kind of service they render the people of this 
Nation. 

As far as I am concerned — and I feel sure I reflect the point of 
view of others — I will zealously do everything I can to make sure 
that persons who are granted the exemption adhere to the standards 
set forth in President Truman's order. 

The Chairman. Do those gentlemen often say "I am disqualified 
because of personal interests"? 

Mr. Flemming, Yes, that happens, Mr, Chairman, and just as 
you say, just as a judge will oftentimes disqualify himself because of 
some previous connection witii the matter in issue, and so these people 
it seems to me must maintain the same standard of conduct that a 
judge would maintain. 

The Chairman. Can you tell us something about your manganese 
program? 

Mr. Flemming. Well, Mr. Chairman, that is a rather broad ques- 
tion. I can say this, that generally speaking we are in a good position 
from a national defense point of view as far as manganese is concerned, 
both in terms of our minimum stockpile objective, and also in terms 
of our long-term stockpile objective. 

It will only be a short period of time before we will reach the long- 
term objective. I think you and the members of the committee 
appreciate that we established the long-term objective by discounting 
our foreign sources of supply a hundred percent, except for the case 
of Canada and Mexico, and a few countries in the Caribbean, so 
having discounted our foreign sources of supply a hundred percent 
we have set a long-term objective, an objective which would carry 
ua through a rather long war period, and that objective is in sight. 
We will have no difficulty in reaching it. 

The Chairman. la any high-grade manganese produced in the 
United States? 

Mr, Flehming. Some small quantities, Mr. Chairman, but not in 
any large quantities. 

Mr. Patman. May I ask one question, Mr. Chairman? 

Mr. Flemming. Most of that produced in this country, of course, 
does not meet our stockpile specifications, and would have to be 
beneficiated in order to meet those specifica.tions. 

The Chairman. Mr. Patman? 

Mr. Patman. Do they have a different method of beneficiation for 
each type of manganese ore or can one particular method be used? 

Mr. Flemming. Congressman Patman, the method of treatment 
would have to be tailored to each particular type of ore. 

Mr. Patman. That makes it more difficult; doesn't it? 

Mr. Flemming. That is right. For example, I understand that 
BOme pri^;ress has been made along research lines in dealing with ore 
in Maine, as contrasted with other parts of the country. 

Mr. MuLTER. Mr. Chairman. 

The Chairman. Mr, Multer. 
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Mr. MuLTER. Dr. Flemming, I haven't any doubt that you and 
your associates do their best to make sure that interested parties do 
not participate in anything of particular interest to themselves, or 
their firms; but isn't it true that all of these men who were called in 
as consultants do consult and recommend on the broad basis of what 
the overall policy should be for the industry in which they are actually 



Mr. Flemmixg. Mr. Congressman, there is no question at all 
about the fact that they will be making recommendations relative to 
overall policy. There is no doubt at all but that some of those 
recommendations could have an impact on the company which they 
represent, and I would think there would arise the question every 
now and then in their own minds whether they could live up to the 
spirit of President Truman's order and participate in policy recom- 
mendations. In others, I think they could, but it isn't an easy line 
to draw, 

I agree with you completely, but I think our experience during 
Worm War II, and possibly Korea, and so forth, has indicated that by 
and large a pretty good job has been done of drawing the line. I am 
sure there are exceptions to that generalization, but 

Mr. MuLTER. The trouble is it is the exceptions that point up the 
bad things that are done, and those are the things that we remember. 

Mr. Flemming. That is right. 

Mr. MuLTBR. Those are the thinp that have hurt the economy, in 
my opinion, in many respects. You don't have to find that someone is 
guilty of a breach oi trust, or a deliberate violation of duty or violation 
of his oath of office. He need not intend to do anything like that. If 
you take a man whose basic philosophy is one of big business, you can't 
expect him to be making recommendations that are going to help the 
small-business man. 

To be specific about it, have there been any recommendations in any 
industry to bring in small-business concerns and get the small-business 
men who are operating in a particular industry, to poo! their resources 
and expand their source of supply? Hasn't that always been done at 
the toj) of each industry, where the big-business men have been g^ven 
every incentive, taxwise, and otherwise, to expand their facilities? 

Mt. Flemming. Well, Mr. Congressman, of course it is difficult to 
respond right off the cuff with specific instances, but take our mineral 

Eolicies — oiu- mineral development policies. On the whole, they have 
een premised on the fact that they are open to all comers. I mean, 
anyone can come in and participate in those programs. I think that 
is one of the reasons why they are sound programs. 

I appreciate the validity of your question, and I do think there is 
a responsibility resting on the executive branch to try to keep a 
system of checks and balances operating within the executive branch 
which will constantly bring the needs and the opportunities for serv- 
ice that are represented by the small-business man to the front, and 
I think that, of course, that that obligation also rests on the Con- 
gress, and I think the establishment of the special committees, and 
so forth, has been all to the good from that point of view. 

I don't know whether your attention has been called or not to an 
amendment to the Defense Production Act, that Senator Capehart 
proposed, and that was accepted by the Senate Banking and Currency 
Committee in reporting the bill to the Senate, or not. 
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Personally, although it places a very specific responsibility on the 
Office of Defense Mooilization in this area— I not only have no objec- 
tion to the amendment, but I think it would be a healthy process. I 
would like to, if I may, read that amendment to you, because it may 
not have been read. 

The Chairman. Secretary Weeks is here to testify. 

Mr. MuLTER. Dr. Flemming wants to read something to us as 
part of his answer, 

Mr. Flemming. Mr. Congressman, this amendment has been in- 
cluded in the bill as reported by the Senate Banking and Currency 
Committee to the Senate: 

In order to further the objectives and purposes of this section, the ODM is 
directed to investigate the distribution of defense contracts, with particular 
reference to the sh&re of such contracts which has gone and is now going to small 
business, either directly or by subcontract, to review the policies, procedures, and 
administrative arrangements now being followed in order to increase participation 
by small business in the mobilization program, to explore all practical ways, 
whether by amendments to laws, policies, regulationH, or administrative arrange- 
ments, or otherwise, to increase the share of defense procurement going to snuill 
business, to get from the departments and agencies engaged in procurement and 
from other appropriate agencies, including the Small BusineSH Administration. 
their views and recommendations on ways to increase the share of procurement 
going to small business, and to make a report to the President and the CoiigreM 
not later than 6 months after the enactment of the DefenHC Production Act 
amendments of 1955, which report shall contain the following: 

"(i) A full statement of the steps taken by the ODM in making iiivestlgationi 
required by this subsection ; 

(2) The findings of the ODM with respect lo the share of procurernent which 
has gone and is now going to small busincsit; 

"(3) A full and complete statement of the actions taken b.v the ODM and 
other agencies to increase such small-business share; 

"(4) A full and complete statement of the recommendations made by the 
procurement agencies and other agencies consulted by the ODM; and 

"(5) Specific recommendations by the ODM for furthtr action t<i increase the 
Bhare of procurement going to small business." 

I am sure that the objective of the Senate committee in adding that 
amendment is, again, to set into motion forces that would in effect 
constitute checks and balances to make sm-e that the point of view to 
\Fhich you have given expression is given faithfully in our <leliberation8. 

Mr. Mttlter. ^\^lat is tlie number of the bill you just read? 

Mr. Flemmin'g. This is S. 2391 . It is as reported by Senator Freer, 
and it is now on the calendar of the Senate. 

May I say it is an amendment to the Defense Production Act, 

Mr. MuLTEK. Did you testify before any of the suVtcommittces of 
the House Small Business Committee? 

Mr. Flemmixg. Xo — ^Mr. Chairman, gentlemen, I did testify before 
the conunittee chaired by Congressman Yates, dealing witJi tfie (|ues- 
tion of aluminum. 

Mr. MiTLTER. There is a siK-cific iiiKlance of an industry that I had 
in mind. Any number of people engage<l in thai business — snfuUl- 
business men — would like to |kh>1 their resourct^ and get into the 
production of aluminum, expanding production. They have )>e«[i 
given no opportunity to do it. Kvcry time llit-rt; lias bc^en an expan- 
sion pr<^Tam the big fellows have golteu the incenlivcK for it and noen 
given the help to do it. 

That is a fair statement; i^n't it? 

Mr. Fleumivg. ()f course your fjucslion rarrji-s us ba'.k to arou 
1950 or 19.ll, when tlif cxitansioii program brought about by t 
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Korean hostilities got under way. We all know there was just 
one principal producer in existence at that time. It was the objective 
of the administration then in ofBce to bring into the fUuminum picture 
additional producers and, of course, as we know, they did succeed in 
br ing ing additional producers in. 

when they started I suppose they were not regarded particularly 
as big companies or big producers, namely. Kaiser, Reynolds, and so 
forth, but tliey did come into the picture. They are in the picture 
at the present time. We now have under consideration the q^neation 
of whether or not there should be additional expaneion of alummum — 
not whether there should be, but whether the Government should 
participate in any additional expansion of aluminum facilities, pro- 
duction facilities. We have not arrived at any decision on it as yet, 
Mr. Congressman. We are right in the process of studying it at the 
present time. 

Certainly the factor you mention is one that we should take into 
consideration. 

Mr. MuLTER. Without getting into who should expand the facUi- 
ties, do you firmly believe that we do need an expansion of aluminum 
production facilities? 

Mr. Flemming. Without getting into the question of what par- 
ticipation there should be on the part of the Government, the present 
supply-demand situation would certainly indicate that there is room 
for additional productive facilities. 

Mr. MuLTER. Do I understand that the advisory or conBultative 
boards are something for the future? That you have just been 
recruiting so-called reservists or do you have such advisory boards 
operating now in your department? 

Mr. Flemming. I have one principal board, an advisory board, 
which is the Defense Mobilization Board set up by Executive order, 
and that consists of the heads of about seven Cabinet departments 
and the chairman of the Board of Governors of the Federal Reserve, 
and so forth. 

Mr. MuLTER. I mean advisory boards made up of men from out- 
side of the Government, not Government representation, but lay 
representation. 

Mr. Flemming. I may have a few advisory committees. For 
example, on this components program that I referred to in my direct 
testimony, I have an advisory committee that takes a look at proposals 
in that area before I act on them finally. 

I will be glad to give you that. The chairman of that is Harold 
Vance, who is now the chairman of the executive committee of 
Studebakor-Packard Corp. 

Mr. MuLTER. Without reading the names at this time, because we 
do want to get along so Secretary Weeks can testify, can you supply 
for the record the names and business connections of the members 
who make up that advisory committee? 

Mr. Flemming. Yes, sir. 

(The advisory committee referred to above is as follows:) 
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Executive Office of the PBEaiDGifT 

OFFICE OF DEFENSE MOBILIZATION 

Waabington 25, D. C. 
(For immediate release Wednesday, February 2, 1955) 

Members of the Advisory Committee on Components and Production Equip- 
ment were' announced today by Arthur S. Plemming, Director of Defense Mo- 
biliEation. 

Harold S. Vance, chairman of the executive committee of the Studebaker- 
Packard Corp., South Bend, Ind., and special consultant to Mr. Flemming, will 
head the Committee. 

Serving with Mr. Vance will be William C. Foster, president of the Manufactur- 
ing Chemists' Association, Inc., Washington, D. C.; T,t. Gen. I.eRoy l.utes, 
U. S. Army, retired, president of the Pacific Tire & Rubber Co., Oakland, Calif.; 
John L. McCaffrey, president of the International Harvester Co., Chicago, 111.; 
Lt. Gen. K. B. Wolfe, U. S. Air Force, retired, president of the Oerlikon Tool and 
Arms Corp. of America, Asheville, N. C^ and Adm. Earl W. Mills, U. S. Navy, 
retired, president of the Foster Wheeler Corp., New York, N. Y. 

Functions of the Committee are (1) to advise Mr. Flemming on a program 
designed to eliminate sliortages of capacity in components which might be critical 
in a period of emergency; and (2) to review Federal policies and programs with 
respect to machine tools and production equipment. 

For some time an interagency components committee composed of .the Depart- 
ments of Defense and Commerce, the Atomic Energy Commission and the General 
Services Administration have had under way a number of studies to determine 
mobilization deficiencies in selected components. The studies, undertaken by 
requests of ODM, are aimed at obtaining recommendations which would lead to 
the removal of deficiencies. 

Thus far the interagency components committee, with the Maritime Adminis- 
tration participating as an observer, has completed 10 component studies of 
which 8 indicate there is ample capacity for full mobilization requirements. 

The range of components which is being studied include such items as ball and 
roller bearings; optical elements; various types of gears; integral motors and gener- 
ators; transformers and switch gears; aircraft-type pumps and all other types of 
pumps; compressors, fans and blowers; ship propulsion units; aluminum forgings; 
electrical capacitors; and large steel castings. 

Specific proposals which arise regarding metliods of reducing indicated deficien- 
cies will be reviewed by the Advisory Committee on Components and Production 
Equipment for consistency with the overall program for mobilization readiness. 

Mr. MoLTER. Will you do the same thing with the 50 private 
businessmen you referred to as reservists and give us the same 
information? 

Mr. Flemming. Congressman Patman has already requested that 
information. We will supply it for the record. 

Mr. MuLTER. Did you testify before the Celler Antimonopoly 
Committee? 

Mr. Flemming. No, Mr. Congressman, I did not. 

Mr. MuLTER. There is another instance of where the small-business 
man was not consulted on the question of, or asked to join the advisory 
committee the Attorney General set up. Small business was not 
represented there at all. As a matter of fact, many of the members 
of that advisory committee were lawyers representing defendant 
companies who were being sued for antitrust violations, 

Mr. Patm,\n. And some registered lobbyists representing business 
concerns. 

Mr. McLTER, Representing big business, yes. Certainly that kind 
of advisory committee cannot do justice to the overall economy of 
the country. 
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Mr, Flehming. I am not in position to comment on that particular 
committee, Mr. Congressman. 

Mr. MuLTEH, You are not responsible for it. 

Thank you, Mr. Chairman. 

Mr. McDoNOUGH. Mr. Chairman, 

The Chairman. Secretary Weeks is here, 

Mr. McDoNOUGH. I want to ask Mr. Flemming some questions, 
Mr. Chairman. 

Mr, Flemming. As I have indicated, Mr. Chairman, I will be very 
glad to hold myself available for further questioning after Secretary 
Weeks has testified, and, if necessary, of course, willbe glad to come 
back this afternoon. 

(Additional data submitted to the committee by Mr. Flemming:) 

Laws and Reodlations Indicating the End op the National Emeeoenct 

Proclamation 2914 of December 16, 1950, proclaimed the existence of a natioosl 
emergency baaed on "the increasing menace of the forces of Communist aggres- 
sion" and the requirement "that the national defense of the United States be 
strengthened as speedily as possible." That proclamation is still in full foroe and 
its legal effect has not been diminished by law or by regulation. It is true, of 
course, that the cessation of hostilities in Korea resulted in a slackening, or ia some 
cases, the discontinuance of some mobilization activities, i. e., military procure- 
ment, production and stabilization controls, induction into the armed services, 
etc., but those adjustments did not indicate that we no longer need to strengthen 
our national defense. In fact, the continuation of some activities appropriate 
while liostilitiea were going on would, over a protracted period, reduce our defense 
strength. Similarly, the curtailment of certain veterans benefits for persons enter- 
ing the Armed Forces after January 1, 1955 (Proclamation 3080, January 7, 19S5) 
arose from the truce in Korea and had no bearing on the existence of a nation^ 
emergency. Likewise, cessation of hostilities was declared by the President for 
purposes of terminating tax exemptions for Armed Forces pay while in a combat 
zone. (Executive Order 10585, Jan. 4, 1955). 
Sincerely yours, 

Charles H. Kendall, General Counsel. 
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STANDARD FORM Sla 

CIVIL OFFICER APPOINTMENT AFFIDAVITS 
(As defined in 5 U. S. C. 21a and 21b) 

' ' "(NMne'ln'fuli)" (siaW)" 

do solemnly swear (or affirm) that 

A. Oath of office 

I will support and defend the Constitution of the United Stat«s against all 
enemies, foreign and domestic; that I will bear true faith and all^iance to the 
same; tliat I take this obligation freely without any mental reservation or purpose 
of evasion ; tliat I will well and faithfuilv discharge the duties of the office on which 
I am about to enter, 80 HELP ME (30D. 

B. A^idamt at to subperBi've activity and affiliatton 

I am not a Communist or Facist. I do not advocate nor am I a member of any 
organization that advocates the overthrow of the Government of the United 
States by force or violence or other unconstitutional means, or seeking bv force 
or violence to deny other persions their rights under the Constitutionof the United 
Stated. I do further swear (or affirm) I will not so advocate, nor will I become 
a member of such organization during the period that I am an employee of the 
Federal Government. 

C. Affidavit as to striking against the Federal Oovernment 

I am not engaged in any strike against the Government of the United States 
and that I will not so engage while an employee of the Government of the United 
States: that lam not a member of an organization of Government employees that 
asserts the right to strike against the Government of the United States, and that 
I will not, while a Government employee, become a member of such an organiza- 
tion. 

D. Affidavit as to pvrckase and sale of office 

I have not, nor has anyone acting in my behalf, given, transferred, promised 
or paid any consideration for or in expectation or nope of receiving assistance in 
securing such apptointment. 

(Slgnalur« of uppoinlee 

day of , A. D. 19 , 

at 

(City) (Sutf) 

(seal] 

(Signature of officer) 

fritie) 

(Depaitmeut or acsnc;) (Bureau or dlTlslon) (PIbm of employment) 

(Portion to wtilcii appointed) (Date of entrance on duty) 

Note, — If the oath is taken before a Notary Public, the date of expiration of 
his commission should be shown. 

STUB TO CIVIL OFPIOBR APPOINTMENT APPIDAVIT3 

(To be detached from original after execution of oath and sent to 
State Depabtmbnt, Office of Pebsonnel) 

(TJve name of appointee) (Signatiue ot appointee) 

Subscribed and sworn before me this day of , A. D. 10.., 

at 

(City) (Slate) 

[seal) 

(Sfgnature of officer) 

(Title) 

(Depttrtmest or agency) (Bnreauor dlvMon) (Place of employmeat) 

(Podtimi to wbii£ appointed)" ~ (Dale of entrance on da^} 

MSIl— BE 1 



.bv Google 



46 EXTENSION OF DEFENSE PRODUCTION ACT OF I9S0 

The Chairman. We will call Secretary Weeks. 
You may subject yourself to inteiT<^ation afterwards. 
Mr. Secretary, you may proceed as you desire, and then subject 
yourself to examination. 

STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COH- 
HERCE; ACCOMPANIED BT ASSISTANT SECRETARY OF COH- 
HERCE FOR DOMESTIC AFFAIRS, LOTHAIR TEETOR; BUSINESS 
AND DEFENSE SERVICES ADMINKTRATION ADMINISTRATOR, 
CHARLES F. HONEYWELL; BUSINESS AND DEFENSE SERVICES 
ADMINISTRATION DEPUTY ADMINISTRATOR, H. B. McCOY; 
AND DEPUTY ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS, 
CARL OECHSIE 

Secretary Weeks. We are discussing the Defense Production Act? 

The Chairman. That is right. 

Mr. Patman. Mr. Chairman, since the Secretary has been specific 
about the Defense Production Act, is it om- understanding that he 
will also answer questions about the Small Business Administration 
before he concludes? 

The Chairman. Yes. 

Secretary Weeks. Yea. I am ready to answer questions on that. 

The Chairman. Questions about small business would be pertinent. 

Mr. Patman. In other words, we have requested that ne appear 
before this committee on the Small Business Administration Act, and 
this appearance applies to both, the Defense Production Act and the 
Small Business Administration? 

The Chairman. Yea. 

You may proceed. 

Secretary Weeks. I have a statement, Mr. Chairman, which I 
should like to have inserted in the record. I shall not read it unless 
you desire me to do so. I will comment on some of the points that 
I make in the statement. 

The Chairman. It will be inserted in the record and be available 
to the committee. 

(The statement is as follows:) 

Statement of the Secretary of Commerce with Respect to 
H. R. 7071 

I am glad to appear before this committee to urge the extension of 
the Defense Production Act of 1950, as amended. I understand that 
at this time the committee has before it for consideration H. R. 7071 
which would provide for an extension of the act. 

Since the Defense Production Act was passed in 1950 the Depart^ 
ment of Commerce has been responsible to a major degree for opera- 
tions under the act affecting by far the largest segment of American 
industry. These activities, and the legal authority upon which they 
depend, are vital to the performance by the Department of Commerce 
of tliG broad responsibilities which have been assigned to it by the 
President and by the Director of the Office of Defense Mobilization, 
both in the area of current defense production and industrial mobili^ 
zation and readiness. Within the Department these activities we 
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carried on principally by the Business and Defense Services Adminisr 
tration. In addition, functions under the act are performed by other 
primary units of the Department of Commerce within the areas of 
their special responsibility. These units include the Bureau of 
Foreign Commerce, Census Bureau, Civil Aeronautics Administration, 
Defense Air Transportation Administration, Maritime Administration, 
and Bureau of Public Roads. 

The present substantial military and Atomic Energy Commission 
production and construction programs continue to require an assured 
and uninterrupted flow of numerous materials and products. To pro- 
vide this, the Business and Defense Services Administration has 
established and is currently operating a substantially simplified mate- 
rials control system based upon the title I {priorities and allocations) 
provisions of the act, the Defense Materials System (DMS) . Although 
present levels of supply materials and products are generally such 
that it is not found necessary to resort to civilian allocation at tliis 
time, the volume of individual instances of delay and difficulty in 
delivery of various items which are brought to our attention for 
specif assistance under the act indicates a current need for the 
system and the priorities and allocations powers upon which it is 
based. 

The Department of Commerce also plays a significant role in the 
administration of title III of the act, which provides the authority 
for needed expansion of productive capacity and supply. Various 
units of the Department maintain constant touch, and indeed make 
special studies as required, of available production capacity to meet 
mobilization requirements for the products of those industries which 
lie within their respective areas of assigned responsibility and tech- 
nical competence. The information thus at hand forms the basis 
of recommendations and advice by this Department to the Director 
of the Office of Defense Mobilization with respect to proposed actions 
by the Government in exercise of the expansion powers under the act. 

My remarks to this point have been aimed to inform the com- 
mittee in some degree as to the way in which the Defense Production 
Act powers and authorities are being put to good use in aid of this 
country's present armament program, both military and atomic 
enei^, and to suggest to the committee what seems to me to be the 
obvious desirability of continuing those powers and authorities in 
force at this' time. 

There is a further aspect to which the committee's attention should 
be called, however. Earlier I referred to the so-caJled defense materials 
system, which is a materials control system founded upon the title I 
priorities and allocations powers. This svstcm, which has been much 
simplified and streamlined and is limited in its operation to products 
and materials needed in military and atomic-energy programs, has 
nevertheless been especially designed to enable rapid industrial mobili- 
zation in the event of war. Experience has shown that to convert our 
industry from peacetime to wartime objectives is a time-consuming 
task. The head start thus provided by the present defense materials 
system represents invaluable time, time which we cannot prudently 
count as available to us should a military crisis occur in the future. 
Similarly, the expansion authority provided in title III of the act en- 
ables timely corrective action to be taken as deficiencies in our produc- 
tion capacity and material supply become apparent. 
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No doubt the committee is aware that on the Senate side the admin- 
istration has proposed several desirable changes of the act. The 
Senate Committee on Banking and Currency has reported out a biU 
(S. 2391) which embodies most of the administration proposals but 
incorporates in addition several further features. I woiud uke to dis- 
cuss one of these changes with this committee because of the disturbing 
effect which it will have on the mobilization program of the Department 
of Commerce. 

Section 7 of S. 2391 as reported out of the committee would prohibit 
the use of employees, employed under authority of section 710 (b) of 
the Defense Production Act, as heads or acting heads of divisions or 
sections. These employees are on loan from business and continue to 
receive compensation from their private employers. 

In the Business and Defense Services Administration we have estab- 
lished 25 industry divisions to advise the Administrator, and in turn 
the Secretary, with respect to actions which should be taken in further- 
ance of the defense-mobilization program in their respective areas of 
responsibility. These divisions are also responsible for carrying out, 
under the general supervision of tlie Secretary and the Administrator, 
the pohcies and actions laid out by the Office of Defense Mobilization. 

To be effective in this work it is essential that the divisions be headed 



byf 

the . 



,he extent we are able to obtain such persons on a full-time, salaried 
basis we do so. Unfortunately we have not been able to find qualified 

Eersonnel on such a basis in tlie case of 15 of these divisions. We 
ave been able to obtain employees with the necessaiy qualifications 
on a loan basis from industry. 

I feel that it is highly important that the committee recognize at the 
outset one fundamental fact in the employment of these persons. 
That is, that from the moment of his entry upon duty and for the 
duration of his tenure the individual so employed becomes the Govern- 
ment's man, not the representative of his employer. lie is a full-time 
Government employee who takes the same oath of faithful perform- 
ance as do career Government employees. This basic condition of his 
employment is made manifest to him when he enters upon his duties. 
This aspect is, I am sure, understood by industry generally, with the 
result that in my observation only those individuals have been ten- 
dered to us who can be relied upon fully to accept and adhere to this 
fundamental condition. We would not accept one about whom we had 
reasons for misgivings and indeed I doubt that any responsible firm 
would be disposed to risk the damage to the firm name and goodwill 
which would inevitably attend a failure in this respect. I knew of no 
single case where any WOC employed by BDSA, during the 20 
months of its existence, has been guilty of even the slightest impro- 
priety. 

Further, I am advised that except with respect to receipt of re- 
muneration from his permanent employer during his Government in- 
cumbency, the terms of the President's order {E. O. 10182 as amended 
by E. 0. 10205) render the WOC employee still subject to prohibitions 
and penalties which are substantially similar to those provided in the 
various conflict of interest statutes from which exemption is authorized 
under section 710 (b). The disabilities and prohibitions thus re- 
imposed relate particularly to his dealing in his official capacity with 
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^y matters which are of direct and immediate concern to his em- 
ployer or in which he ia personally interested. 

The gist of my concern over tnis action of the Senate committee is 
simple. The provision would prevent the President or his designees 
from using the best men available in these important jobs. There are 
adequate saf^ruards to protect the public interest in these situations. 
The safeguards are found in Executive orders governing such em- 
ployment. Indeed it is proposed that these safeguards be written into 
the law. Despite these safeguards, the bill as reported by the Senate 
committee would limit the choice of the President in certain cases to 
persons with second-rate ability, experience, and information. 

I recommend that the committee report favorably a 2-year extension 
of the Defense Production Act. I urge, however, that the committee 
reject that feature of the Senate bill which, by unduly limiting the 
utilization of WOC employees, would cripple the effective adminis- 
tration of the act. 

The Chairman. You may proceed. 

Secretary Weeks. I am appearing before your committee, sir, to 
recommend the extension of the Defense Production Act. 

The Commerce Department has an interest in it, of course, because 
the Office of Defense Mobilization assigns broad responsibilities to the 
Department of Commerce in the area of current defense production, 
and industrial mobilization and readiness. We have other agencies 
of the Commerce Department which also are interested and active. 

These are Bureau of Foreign Commerce, the Census Bureau, Civil 
Aeronautics, Defense Air Transportation Administration, Maritime 
Administration, and the Bureau of Public Roads. 

We have in the Business and Defense Services Administration, 
which accepts the responsibilities assigned to it by the ODM, for 
example, evolved a new defense matericls system which we think, if 
trouble comes again, will be very helpful. Also under title III of the 
act there are responsibilities assigned us in the area of the development 
of expansion goals for industry, on which we give our best advice to 
ODM. 

I want to refer particularly to one of the features of the bill involv- 
ii^ the employment under section 710 (b) of the act of people without 
compensation. 

This practice was first inaugurated in 1950 and was carried on in 
the extension of the act in 1953. I am referring particularly to an 
amendment which appears in the bill reported by the Senate, which 
I hope could be stricken from the bUl as it appears there. It is sec- 
tion 710 (b) (2) relating to appointments of without compensation 
people under this subsection shall not be made to the position of the 
director or head of a bureau or division or section, and so forth. 

I would like to say a word, if I may, about the setup under the 
WOC program. Paragraph 710 (b) was first set up and established 
by Executive Order 10182, issued in the first instance by President 
Truman. Under the provisions of the statute before this amendment 
was suggested we have been, and are today, operating about as 
follows: 

We have 29 WOC's. We have 25 industry divisions in our Business 
and Defense Services Administration; 15 of them are headed by 
WOC's, 10 by career people. There arc three WOC's who are Assistant 
Administrators; the Administrator and Deputy Administrator bein^ 
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career people. The other 11 are assistants to the heads of other di' 
sions — industry divisions, and so forth. 

Now, there has been occasionally a suggestion made that the 
might be a conflict of interest when these people come in to take the 
places as WOC's. They divorce themselves; they must divorce then 
selves, and do, completely from any private interests. They becon 
Government men. Thev take the same oath that all the rest of i 
take who occupy a position in the Government. 

We have had an excellent representation from industry among thet 
WOC's and there is no record available that indicates that the systei 
hasn't worked satisfactorily from the standpoint of the Govenmieo 
Today they work on the operation of business that we do for ODK 
That is their primary function, and I think it has to be borne in mic 
that today, even under peacetime conditions, BDSA is working vei 
assiduously in this area of defense materiel support for the defeo! 
establishment, and the Atomic Enei^ establishment, to see to it tin 
they have the raw materials that are needed. They are also co: 
tinuoualy studying the set-up of the mobilization base. 

In this process these people come into Government service for fro. 
6 to 9 months, and then they rotate and go back to industry. V 
generally approach an industry through a trade association and ask 
particular industry through its trade association to supply a givi 
individual to head a division, or to come and work in some oth 
capacity. 

By this rotation we are building up a pretty good reserve of peoF 
who may be expected to be available in time of trouble, if unfortunate 
trouble comes. 

We need in many cases men from industry because of their sf 
cialized knowledge and ability respecting that particular industry, ai 
we can get the best men and the most helpful men if they can 
allowed, as they have been since the act was set up in 1950, to superv^ 
a particular industry division where we can't find a career man av* 
able that we think is quahfied for the job. 

Now, there is one other point, and only one other that I want ' 
make: These WOC's have nothii^ to do with policy. They advis< 
of course, but pohcy is set by Mr. Honeywell, head of BDSA, ao 
Mr. McCoy, his deputy who are sitting here with me. The polic; 
stems from the Secretary of Commerce's Office through the Aaaistan 
Secretary's Office, and through the heads of BDSA. 

Mr. MuLTER. May I interrupt and ask, what do you use thes 
men for? What service do they render to your Department or to ^i 
Government? What service do these men render to the Govemmeu 
or to your Department? 

Secretary Weeks. In 3 cases they are the Assistant Admin^tratoi 
of BDSA; in 15 cases they head industry divisions. For exampli 
the Copper Division presently has a w. o. c. at the head of it. Fiftee 
of the 25 industry divisions are headed by these w. o. c.'s, and the 
the other 11 I mentioned are assistants to the industry divisio 
heads. 

Mr, MuLTKR. Do they not sit in on staff meetings in which recon 
mendations are made and as a result of which recommendations t) 
policy is made? 

Secretary Weeks. Yes, they do. 
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!N^r-, MuLTER. Thank you, sir. I hope I didn't break your trend 

S^<3retary Weeks. That is all right, sir. 

Tl:».at was the last point I wanted to make on that particular thin^, 
ia.t^ -we feel that this w. o. c. proeram is helpful; that it not only is 
elpf 111 today in planning for trouble if we have it, but that it is biuld- 
ig a. reserve that are immediately available, and we would feel very 
"oulzkled if we are not able to carry it on as it has been carried on since 
le ^-t^tute was first passed in 1950. 
I 't^liink that is all I have to say, sir, on this question. 
NXi-. McDoNouGH. Mr. Chairman. 
Ttie Chairman. Mr. McDonough. 

^^i-, McDonough. Mr. Secretary, in the defense production 
M>^»'am, aside from the strategic materials that are essential, in the 
i"o3.tiction of war materiel. Secretary of Air Talbott recently made a 
tat^ment in southern California about some diversification program in 
'liicsla he proposed to move existing facilities to some other location, 
ividesntly for the purpose of protecting the industry from possible 
attack by the enemy. He must have overlooked the tact that we are 
m a. much better position by distance from the attack than the other 
locations that he had in mind, and it raised considerable concern to the 
poojjle of southern California for the reason that we have a lai^e 
concentration of the production of war materiel and aircraft and 
atomic energy and other essential facilities. 

His proposal also anticipated moving of hundreds and even thou- 
sands of expert mechanics to other parts of the United States. 

I "Would like to ask you, did Secretary Talbott anticipate or consult 
yon on the question, or is he independent to act and propose such 
•aa-tters without consulting either you or Mr. Flemming? 

"Secretary Weeks. 1 think the normal procedure — I am sure the 

"OJTnal procedure would be for him to make his su^estions available 

** I>r. Flemming, who in turn would ask our BDSA to investigate 

"^a-tever was in its area to investigate, and the problem of dispersion 

^''idustry ia one of the items that we are continually concerned about. 

-^^r. McDoNOircH. I can appreciate that. I can also realize that in 

^<ili a program, if you were to attempt to move out of the Detroit- 

'^'ttabui^h area the things tliat are being produced you would have 

*** Kave the source of raw material close to the manufacturing plants, 

y^Xi would have to have the mechanics moved to another location, 

yf^X in his proposal to diversify the manufacturing that now exists in 

ft^Utliem California he didn't indicate that he was thinking of doing 

wxe same thing in the Detroit area, or the Pittsburgh area. 

What other part of the United States could we move the steel 
taduBtry that we now have in the Cleveland-Pittsburgh area to better 
protect our production, or where else would we move our automobile 
production and the thousands of mechanics that are in that area to 
Bome other location to do a better job? 

Those are the things that I think ought to be given some considera- 
tion before statements of that sort are given to the public. We didn't 
fike the statement of Secretary of Air Talbott very much because it 
bad a direct effect on the economy of southern California, and I don't 
think it was too muci of a protection to the defense production of the 
United States. 
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Secretary Weeks. Well, I may simply say that I did not read or see 
his statement. This question of dispersion, there is an ideal situation 
that you might want to have exist, but which you can't have exist. 

In dispersion we have industries that have been built up over the 
years, and you can't uproot them as a practical matter. This n^le 
area has to be gone at very carefully and very thoughtfully and very 
gradually, I am only speaking in very general terms, but if one par- 
ticular industry is concentrated in one particular area, then it seems 
to me from the standpoint of the country that it is desirable to, as 
rapidly as you can, have a second or a third and maybe a fourth or 
fifth source scattered around the country. You have to do it on a 
case basis, and you liave to do it gradually, and it will take time to do 
it the way you would like to have it done. 

Mr. McDoNOuGH. If he were thinking about air-miles by an attack 
from the enemy, he was thinking of moving the industry into a closer 
target area than now exists because by air-miles we are in a position 
in southern California to be much more defensible than some of the 
areas that he might diversify that manufacturing into other parts of 
the country. 

Secretary Weeks. That is a question I would like to ask my assist- 
ant, if he nas any particular comment on Secretary Talbott's etat^ 
ment, but I would say again that a move of that type would require 
very careful study and long-time planning in my judgment to see 
whether or not it is desirable, even if it were practical. 

Mr. McDoMouGH. In other words, this statement I am referring to, 
you were not consulted about it insofar as any proposal on the part of 
the Secretary of Air? 

Secretary Weeks. I was not personally. 

I would ask Mr. Honeywell if he has any comment to make? 

Mr. Honeywell. To the best of my knowledge, Congressman, we 
were not consulted in this particular matter. The general subject of 
dispersion of vital military production requirements is a matter of keen 
concern to all, but any mass movement such as you indicated is un- 
known to us, and I would think not very practical in its fin^ 
application. 

Mr. McDoNOUGH. In other words, if such a move were anticipated 
you would be consulted and it would become part of the policymaking 
body to determine? 

Mr. Ho.netwell. I am sure it would be taken to the top level of 
the Department of Defense, and through that undoubtedly to the 
ODM, of which we then would have a small share in making 
recomme n d at io n s. 

Secretary Weeks. Could I add, Mr. Congressman, that we are not 
concerned in moving existing plants. We try to think ahead of the 
industry's growing requirements. If a plant is going to build an 
addition or have a subsidiary someplace, then we may try to advise 
as to where would be the best place to put that. We are not talking 
today about moving existing plants. 

Mr. McDoNouGH. In other words, your attitude is one of coopera- 
tion, not of direction? 

Secretary Weeks. Very definitely, sir. 

Mr. Barrett. Mr. Secretary, m&y I ask you an academic question: 
In the statement made by the previous person he has asked for these 
50 highly qualified persons to be available. I was wondering if tliat is 
done on the basis of standby, or are you using them at the present time? 
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Secretary Weeks. Which ones were you referring to, Mr. Congress- 
man. 

Mr. Barrett. The previous speaker said that he would like to have 
under this plan recruited approxunately 50 highly qualified individuals 
from private life who have indicated a willingn^s to serve the Govern- 
ment in a civilian capacity on a voluntary basis. 

Does that fit into your w, o. c. plan, also? 

Secretary Weeks. Not in the slightest; no, sir. Our w. o. c. plan 
is in being, has been working for 5 years now, 

Mr. Barrett. It was inaugurated in 1950? 

Secretary Weeks. Yes, sir. 

Mr. Barrett. For these 5 years that you just pointed out hasn't 
your organization obtained qualified permanent men who would be 
.equal. in ability to the men that you now speak of that you would 
like to have on your staff? 

Secretary Weeks. We have naturally many qualified men in the 
career service. The statement is proven by the fact that in 10 eases 
as Division heads, we have career men, in 15 we have WOC's. There 
are cases where we can get a man right fresh from industry who knows 
the details of the operation of that industry, where it is extremely 
helpful to have him and whore there isn't a man in career service 
that could do the fob. 

Mr. Barrett. That is the point I wanted to ask. 

I will ask you this one question: The purpose of having these men 
available is that you want them immediately in time of need, in order 
to educate your men. What is the proper procedure to do, at the 
time you anticipate any move? Would that indicate that you antici- 
pate immediate attack or do you have an possibility of thinking there 
may be some immediate reason for war purposes to have these men? 

.Se«^tary Weeks. I am not certain that I clearly understand the 
question. 

Mr. Barrett. Let me simplify it, then. 

What is your purpose of bringing these men in in a time of peace? 

Secretary Weeks. In time of peace we are preparing for war. 

Mr. Barrett. Let me again ask you this question: Do you antici- 
pate any immediate attacks? 

Secretary Weeks. I have no competence to answer that question, 
sir. I should have to refer you to someone else. 

Mr. Barrett. Would you permit Dr. Flemming to interpose an 
answer to this question, why he desires to have these 50 qualified men? 

Secretary Weeks. I womd be delighted to yield to Dr. Flemming, 
if that is the wish of the committee, Mr. Chairman. 

Mr. Flemming. Mr. Chairman, Congressman Barrett, the 50 to 
which you referred are desired on a standby basis. It is a reserve; 
the concept that we have as far as the Armed Forces are concerned, 

Mr. Barrett. That is all, Mr. Secretary. 

Mr. McDoNOUGH. Mr. Chairman, while Dr. Flemming is here 

The Chairman. I think we had better let the Secretary finish. 

Mr. McDoNouRH. I have one short question I want to ask Dr. 
Flemming if the chairman doesn't object. 

You heard the question I asked the Secretary of Commerce concern- 
ing the diversification of industry su^ested by Secretary of Air 
Twbott. Were you consulted concerning that question at the time? 

Mr. Flemming. No, sir. 
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Mr. McDoNonoH. You knew nothii^ about it? 

Mr. Plemming. That is rigbt, Mr. McDonough. 

Mr. McDonough. Thank you, air. 

Mr. Flemming. Mr. Chairman, when I return to the stand I would 
be very glad to indicate what our overall policy in the area is. 

The Chairman. We would be glad to have it at thBt time. 

You may be interrogated on the subject when you return. 

Mr. Secretary, do you think these men who have big interests and 
work without compensation can entirely disassociate themselves from 
their private interests? 

Secretary Weeks. Is the question, do I understand that men who 
have private interests can disassociate themselves? 

The Chairman. When they are called to do this public duty, do 
they absolutely submerge their private interests, or do you think that 
has an effect upon them? It has an effect upon a judge, if he has an 
interest in the case. He wouldn't sit. You don't have to swear the 
honorable judge off the bench. He disqualifies himself. 

The jury can't render an interested decision. 

Do you think tlie dollar-a-year men generally do? 

Secretary Weeks. Yes, sir; I certaimy do. My judgment is they 
do it a himdred percent. They take an oath just like the oath that 
I took to serve the Government, and they must observe it. We would 
not have them there unless they did disassociate tliemselves. I have 
no fears on that score, sir. I am sure they do. 

The Chairman. You think when a question of policy would come 
up if they privately represented some interest that was vitally affected 
by that policy it would absolutely not have any effect on the decision 
they make? 



Secretary Weeks. They don't settle questions of policy, Mr. Ch&ir- 
nan. The questions of policy are settled by myself, Mr. Teetor, my 
Assistant Secretary^ who has this broad area under his direction, and 



Mr. Honeywell and Mr. McCoy, who have the BDSA ; policy is entirely 
in our hands. 

The Chairman. Don't they sit in when those questions are dis- 
cussed? 

Secretary Weeks. Yes, sir. They may very likely sit down and 
advise us on the questions, but there ia no decision in tneir hands. We 
do take their advice. I mean we do ask their advice and get it or 
secure it. 

The Chairman. I read somewhere, where a man's treasure is, there 
his heart is also. 

He comes into the Government with some private interests, and I 
thought probably that might have some effect on them. It might not 
have on all of them, but mere might be a minority on which it would 
have an effect. 

Secretary Weeks. Well, I have great confidence that the system 
is working, and these employees are acting in a disinterested manner 
to the advantage of the Goven'ment. I am sure of it. 

The Chairman. Do you want to ask a question, Mr. Patman? 

Mr. Patman. Yes, sir. 

The Chairman. Mr. Patman. 

Mr. Patman. Mr. Chairman, I see we are going to run into trouble 
on our time. At least I am afraid we will. Will you bear with me 
just a moment? 
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The Chairuan. Certainly. 

Mr. Patman. I don't have too much time that I would like to take 
up with Secretary Weeks, but I would like to ask him some questions 
that I think are very important about the BDSA, but it will soon be 
time for the House to meet. This afternoon we have two important 
meetings, the Defense Production Committee, of which Mr. Brown is 
chairman, meets at 2 o'clock, and the Small Business Committee 
meets at 3 o'clock. We have postponed the Small Business Committee 
meeting twice aheady. I wouldn't like to postpone one this afternoon. 

The Chairman. We are working to a deadline. Let us use all the 
time we can. 

Mr. Patman. We have postponed that deadline by 30 days. 

The Chairman. Wo may nave to postpone it again, possibly. 
Suppose we go on with the questions as far as we ran. 

Mr. Patman. All right, sir. 

Secretary Weeks, do you have a business advisory committee in 
addition to this BDSA that you speak of? 

Secretary Weeks. In addition to what? 

Mr. Patman, You have been speaking about the Business Services 
Administration. Is that it? 

Secretary Weeks. Business and Defense Services Administration. 
That is one of the bureaus in the Department of Commerce. 

Mr. Patman. One of the bureaus in the Department of Commerce? 

Secretary Weeks. Yes, sir. 

Mr, Patman, Who is it headed by? 

Secretary Weeks, Mr. Honeywell — Charles Honeyw^ell. 

Mr. Patman. That is the one in which you have 25 divisions, 15 of 
them headed by noncareer men, or WOC's? 

Secretary Weeks. Yes, sir, only they are called divisions of the 
BDSA. 

Mr, Patman. And 10 headed by career people? 

Secretary Weeks. Yes, sir. 

Mr. Patman. Do you also have in your Department of Commerce 
a business advisory group composed of 100 business leaders? 

Secretary Weeks, I have a Business Advisory Council which is 
composed of 60 business people. It was originally organized by 
Secretary Roper, in 1933 or 1934. It has been carried on now for 22 
years. 

Mr. Patman. Are they practically the same people all the time, or 
do you rotate them year by year, or re^larly? 

Secretary Weeks. They serve for a limited term. 

Mr, Patman. What is the term? 

Secretary Weeks. It is 5 years. 

Mr. Patman. Do you have a list of them available that you could 
put in the record? 

Secretary Weeks, Yes, indeed. 

(The list referred to above is as follows:) 
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BUSINESS ADVISORY COUNCIL FOR THE DEPARTMENT OF 

COMMERCE 

Room 7527, Department of Commerce Building 

Washington, D. C. 

Membbr«hip 

Hon. Sinclair Weeks, Ex Officio General Chairman 

Harold Boesehenatein, Chairman 

Crawford H. Greenewalt, Vice Chairman 

Eugene Holman, Vice Chairman 

Reuben B. Robertson, Jr., Vice Chairman 

Sidney J. Weinberg, Vice Chairman 

Walter White, Executive Director 

BXGC0TIVB COUMITTEE 

John D. Biggers T. V. Houser 

James 6. Black Fred Lazarus, Jr. 

Harold Boescbenstein George H. Love 

John L. CoUyer Reuben B. RobertBon, Jr. 

Ralph J. Cordiner J. P. Spang, Jr. 

Donald K. David John C. Virden 

Crawford H. Greenewalt Sidney J, Weinberg 
Eugene Holman 



John D. Riggers, chairman, Libbey-Owens-Ford Glass Co., National Bank 

Building Toledo 3, Ohio 
JameE B. Black, president, Pacific Gas & Electric Co., 245 Market ^reet, San 

Francisco 6, Calif. 
Harold Boeschenstein, chairman of the board and president, Owens-Corning 

Fiberglas Corp., Toledo 1, Ohio 
Fred Bohen, president, Meredith Publishing Co., 1716 Locust Street, Des Moines 

Ernest R. Breech, chairman of the board. Ford Motor Co., 3000 Schaefer Rood, 

Dearborn, Mich. 
Paul C. Cabot pret^ident. State Street Investment Corp., 140 Federal Street, 

Boston 10, Ma.*s. 
James V. Carmichacl, president, Scripto, Inc^ 423 Houston Street, Atlanta 2, Ga. 
Walker L. Cisler, president, Detroit Edison Co., 2000 Second Avenue, Detroit 26, 

John L. Collyer, chairman of the board, The B. F. Goodrich Co., 500 8. Main 

Street, Akron 18, Ohio 
Ralph J. Cordiner, president, General Electric Co., 570 Lexington Avenue, New 

York 22, N. Y. 
John Cowles, president, The Minneapolis Star and Tribune, 425 Portland, 

Minneapolis 15, Minn. 
Harlow H. Curtice, president, General Motors Corp., 3044 West Grand Boule- 
vard, Detroit 2, Mich, 
Charles E. Daniel, chairman of the board, Daniel Construction Co., Post Office 

Box 2286, Greenville, S. C. 
Donald K. David, dean. Graduate School of Business Administration, Harvard 

University, Soldiers Field, Boston 63, Mass. 
Frank R. Denton, vice chairman of the board, Mellon National Bank & Trust 

Co., Pittsburgh 30, Pa. 
R. R. Deupree, chairman of the board, The Proctor & Gamble Co., Cincinnati 1, 

Ohio. 
Charles D. Dickey, chairman of the executive committee, J. P. Morgan A Co., 

Inc., 23 Wall Street, New York 8, N. Y. 
Marion B. Folsom, the Under Secretary of the Treasury, Washington 25, D. C. 
William C. Foster, president. Manufacturing Chemists' Association, Inc., 1625 

I Street NW., Washington 6 D. C. 
Jolui M. Franklin, president, United States Lines Co., 1 Broadway, New York 4, 

N. Y. 
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Crawford H. Greenewalt, preaident, E, I. du Point de Nemours & Co., Wilmington 

98, Del. 
F, O. Guriey, president, the Atchison, Topeka A Santa Fe Railway Syetem, 

80 East Jackson Boulevard, Chicago 4, III. 
Robert Match Hanes, president, Wachovia Bank A Trust Co., Winston-Salem 1, 

N. C. 
Eugene Holman, chairman of the board. Standard Oil Co. (New Jersey), 30 

Rockefeller Plaza, New York 20, N. Y, 
Charles R. Hook, chairman, Armco Steel Corp., Middletown, Ohio 
T. V. Houser, chairman of the board, Sears, Roebuck & Co., Chicago 7, 111. 
A. W. Hughes, president, J. C. Penny Co., Inc., 330 West 34th Street, New 

York 1 N. Y. 
James 8. Knowlson, chairman of the board, Stewart- Warner Coqi., 1826 Divereey 

Parkway, Chicago 14, 111. 
Fred Lazarus, Jr., president, Federated Department Stores, Inc., 707 Race 

Street, Cincinnati 2, Ohio 
Donold B, Lourie, president. The Quaker Oata Co., Merchandise Mart Plaza, 

Chicago 54, lU. 
Geo. H. Love, president, Pittsburgh Consolidation Coal Company, Inc., Koppere 

Building, Pittsburgh 19, Pa. 
Roewell Magill, Cravath Swaine & Moore, 15 Broad Street, New York 5, N. Y. 
Deane W. Malott, president, Cornell University, Ithaca, N. Y. 
J. W. Mcj^fee, president, Union Electric Company of Missouri, 316 North 12th 

Boulevard, St. Louis 1, Mo. 
Thomas B. McCabe, president, Scott Paper Co., Front and Market Streets. 

Chester, Pa. 
L. F. McCoUum, president, Continental Oil Co., Box 2197, Houston 1, Tex. 
Paul B. McKee, president, Pacific Power & Light Co., Public 8er\ice Building, 

Portland 4, Oreg. 
Geo. G. Montgomery, president Kern County Land Co., 300 Montgomery Street, 

San Francisco 4, Calif. 
W. J. Murray, Jr., chairman of the board, McKesson & Robbins, Inc., 155 East 

44th Street, New York 17, N. Y. 
Aksel Nielsen, president, the Title Guaranty Co., 1711 California Street, Denver 

2, Colo. 
A. Qi, Petersen, president. Wesson Oil A Snowdrift Co., Inc., 210 Baronne Street, 

iCew Orleans 12, La. 
Paul Pigott, president. Pacific Car & Foundry Co., 120 W. Hudson Street, Seattle 

4j Wash. 
Gwdym A. Price, president, Westinghouse Electric Corp., 401 Liberty Avenue, 

Pittsburgh 30, Pa. 
Clarence B. Randall, chairman. Inland Steel Co., 38 South Dearborn Street, 

Chicago 3. 111. 
Alden G. Roach, president, Consolidated Western Steel division, United States 

Steel Corp., Post Office Box 2015, Terminal Antiev, Los Angeles 54, Calif. 
Reuben B. Robertson, Jr., president. The Champion Paper & Fiber Co., Hamilton, 

Ohio 
Donald J. Russell, president. Southern Pacific Co., 65 Market Street, San 

Francisco, Calif. 
Charles Sawyer, partner, Dinsmore, Shohl, Sawyer & Dinsmore, Union Central 

Buildii^, suite 1218, Cincinnati 2, Ohio 
C. R, Smith, president, American Airlines, 100 Park Avenue, New York 17, N. Y. 
J. P. Spang, Jr., president. The Gillette Ck> Gillette Park, Boston 6, Mass. 
KenneUi A. Spencer, president, Spencer Chemical Co., 610 Dwight Building, 

Kansas City 6, Mo, 
A. E. Staley, Jr., president, A. E. Staley Manufacturing Co., Decatur, 111. 
Robert T. Stevens, the Secretary of the Army, Washington 25. D. C. 
R, Douglas Stuart, Ambassador to Canada, United States Embassy, Ottawa, 

Ontario, Canada 
Charles Allen Thomas, president, Monsanto Chemical Co., 1700 South Second 

Street, St. Louis 4, Mo. 
Juan T. Trippe, president, Pan American World Airways Svstem, Chrysler 

Building New York 17, N. Y. 
John C. Virden, chairman of the board, John C. Virden Co., 6103 Longfellow 

Avenue, Cleveland 3. Ohio 
Thomas J. Watson, jr., president, International Business Machines Corp., 

690 Madison Avenue, New York 22, N. Y. 
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Sidney J. Weinberg, partner, Goldman, Saohe A Co., 30 Hne Street, New Yorit 5, 

John Hay Whitney, senior partner, J. H. Whitney A Co., 830 Fifth Avenue, 

New York 20, N. Y. 
Langbourne M Williams, president, Freeport Sulphur Co., 161 East 43d Bticet, 

New York 17, N. Y. 



Winthrop W. Aldrich, Ambassador to Great Britian, American Embassy, London, 

W. I, Engjand 
S, C. Allyn, president, The Nationta Cash Regist«r Co , Main and K Streets, 

Dayton 6, Ohio 
Clarence Avildsen, chairman, board of directors, AvQdsen Tools & Machines, 

Inc., 100 Lafayette Street, New York 13, N. Y. 
W. L. Batt, KenUworth Apartments. Philadelphia 44, Pa. 
S. D. Bechtel, president, Bechte! Corp., 155 Sansome Street, San Francisco, 

Calif. 
Mason Britton, vice chairman. Metal Cutting Tool Institute, 3114 Chrysler 

Building, New York 17, N. Y. 
Edward E. Brown, chairman of the board, The First National Bank of Chicago, 
. 38 South Dearborn Street, Chicago 3, 111. 

Prentiss M. Brown, chairman, Mackinac Bridge Authority, St. Ignace, Mich. 
Howard Bruce, chairman, executive committee, Worthington Corp., Post Office 

Box 987, Baltimore 3, Md. 
J. T. Cecil, 619 Euclid Avenue. Bristol, Va. 
Charles S. Cheston, Philadelphia National Bank Building, 1416 Chestnut Street 

Philadelphia 2, Pa. 
C. S. Ching, Cyrus S. Ching Associates, 1626 I Street NW., Washington 6, D. C, 
Lucius D. Clay, chairman of the board. Continental Can Co., Inc., 100 East 

42d Street, New York 17, N. Y. 
Carle C. Conway, chairman of the executive committee. Continental Can Co 

Inc., 100 East 42d Street, New York 17, N. Y. 
Edward B. Coagrove, chairman of the board, Green Giant Co., Le Sueur, Minn. 
C. R. Cox, president, Kennecott Copper Corp., 161 East 42d Street, New York 17 

N. Y. 
W. Howard Cox, president. The Union Central Life Insurance Co., Ciaoiiknatj 2, 

Ohio 
William H. Danforth, chairman of the board. Ralston Purina Co., St. Louie 2, Mo. 
Paul L. Davies, president, Food Machinery & Chemical Corp., Post Office Box 760 

San Jose 6, Calif. 
Robert G. Elbert, 699 Madison .A,venue, New York 22, N. Y. 
W. Y. Elliott, department of government, Harvard University, Cambridge 38, 

Fred RMers Fairchild, Knox professor emeritus of economics, Yale University, 

New Haven, Conn. 
Benjamin F. Fairless, chairman, board of directors, United States Steel Corp., 

71 Broadway, New York 6, N. Y. 
Charles T. Fisher, Jr., president, National Bank of Detroit, Detroit 32, Mich. 
Ralph E. Flanders, United States Senate, Washington 25, D. C. 
Robert V. Fleming, president and chairman of the board, The Rigga National 

Bank, Washington 13, D. C. 
J. F. Fogarty, ehatrmao of the finance committee. The Cleveland Electric Illumi- 
nating Co., 60 Broadway, New York 4, N. Y. 
Henry Ford II, president, Ford Motor Co., 3000 Schaefer Road, Dearborn, Mich, 
Clarence Francis, director, General Foods Corp., 17th floor, iPostum Building, 

250 Park Avenue, New York 17, N. Y. 
fames D. Francis, .•."■■ " 

Huntington 18, ^ 
H. B. Friele, president. The Nakat Packing Corp., Dexter Horton Building, 

Seattle 4, Wash. 
Frederick V. Geier, president. The Cincinnati Milling Machine Co., Cincinnati 9, 

Ohio. 
Henry F. Grady, 1101 Green Street, San Francisco 9, Calif. 
Joseph B. Hall, president. The Kroger Co., 35 East Seventh Street, Cincinnati 1, 

Ohio. 
Rolland J. Hamilton, 342 Madison Avenue, New York 17, N. Y. 
John M, Hancock, partner, Lehman Bros., One William Street, New York 4, N. Y. 
W. A, Harriinan, Govemorof the State of New York, Executive Mansion, Albany, 

NY. 
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W. H. HarriBon, president, International Telephone tc Telegropli Corp., 67 Broad 

Street, New York 4, N. Y. 
Henry H. Ueimann, executive vice president, National Asaociation of Credit Men, 

229 Fourth Avenue, New York 3, N. Y. 
Paul G. HoSman, chAirmfin of the board, Studebaker-P&ckard Corp., 4530 Loma 

Viata Avenne, Lob Angeles 58, Calif. 
Thomas 8. Holden, vice chairman, F. W. Dodge Corp., U9 West 40th Street, 

New York 18, N. Y. 
Lou E. Holland, chairman of the board, Holland Engraving Co., 422 Admiral 

Boulevard, Kansas City 6, Mo. 
John Holmes, chairman of the board, Swift & Co., Union Stock Yards, Ohicaeo 9, 

lU. 
James W. Hook, chairman of the board, the United Illuminating Co., New 

Haven, Conn. 
Preston Hotchkis, executive vice president, Fred H. Bixby Ranch Co., 523 West 

Sixth Street, Los Angeles 14, Calif. 
Amory Houghton, chairman, Corning Glass Works, Corning, N. Y. 
George M. Humphrey, the Secretary of the Treasury, Washington 25, D. C. 
Austin S. Igleheart, General Foods Corp., 250 North Street, White Plains, N Y. 
Eric Johnston, president, Motion Picture Association of America, Inc., 1600 I 

Street NW., Washington 6, D. C. 
Alfred W. Jones, chairman of the board, Sea Island Co., Sea Island, Ga. 
Harrison Jones, 1609 Candler Building, Atlanta, Ga. 
Ernest Kanzler, vice chairman of the board, Universal CIT Credit Corp., 1700 

United Artists Building, Detroit 26, Mich. 
Henry P. Kendall, chairman of the board, the Kendall Co,, 140 Federal Street, 

Boston 10, Mass. 
Emory Scott Land, director and consultant, General Dynamics Corp., 1001 

Connecticut Avenue NW., Washington 6, D. C. 
E. H. Lane, president, the Lane Co., Inc., AltaVista, Va. 
Roger D. Lapham, 215 Market Street, San Francisco 5, Calif. 

C. K. Leith, professor emeritus of geology. University of Wisconsin, Madison, 
Wis. 

William E. Levis, director, Owens-Illinois, Ohio Building, Toledo 1, Ohio. 

Paul W. Litchfield, chairman of the board, the Goodyear Tire & Rubber Co., 

1144 East Market Street, Akron 16, Ohio. 
J, Spencer Love, ciiairman of the board and president, Burlington Industries, Inc., 

Box L^l, Greensboro, X. C. 
Robert L. Lund, president, St. Louis Collie of Pharmacy and Allied Sciences, 

300 South Euclid Avenue, 8t. Louis 10, Mo. 
George C. Marshall, Dodona Manor, Leesbur^ Va. 
John L. McCaffrey, president. International Harvester Co., 180 North Michigan 

Avenue, Chicago 1, 111. 
Charl^ P. McCormick, chairman of the board and president, McCorroick & Co., 

Inc., Light and Barre Streets, Baltimore 2, Md. 
Earl M. McGowin, vice president, W. T. Smith Lumber Co., Chapman, Ala. 
James H. McGraw, Jr., president, Old Town Corp., 345 Madison Avenue, Nea- 

York 17, N, Y. 
John P. McWilliams, chairman of the board, The Youngstown Steel Door Co., 

The Arcade, Cleveland 14, Ohio 
Geo. H. Mead, honorary chairman. The Mead Corp., 118 West First Street, 

Dayton 2, Ohio 
James D. Mooney, J. D. Mooney Associates, 11 West 42d Street, New York, 

36, N. Y. 
Thomas A. Morgan, 250 Park Avenue, New York 17, N, Y. 
George L. Morrison, president-chairman, General Baking Co., 420 Lexington 

Avenue, New York 17, N. Y. 

D. Hayes Murphy, chairman of the board. The Wiremold Co., Hartford 10, Conn. 
Nicholas H. Noyes chairman, finance committee, Eli Lilly & Co., 740 South 

Alabama Street, Indianapolis 6, Ind. 
C R. Palmer, director, Cluett, Peabodv A Co., Inc., 10 East 40th Street, New 

York 16, N. Y. 
Richard C. Patterson, Jr., Ill Broadway, New York, N. Y. 
T. S. Petersen, president, Standard Oil Company of California, 225 Buah Street, 

San Francisco 20, Calif. 
John L. Pratt, Chatham, Fredericksburg Va. 
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H, W. Prentis, Jr., chairman of the botkrd, Armstrong. Cork Co., Lancaster, Bis. 
Edgar M. Queeny, chairman of the board, Monsanto Chemical "Co., 1700 South 

Second Street, St. Louis 4, Mo, 
Philip D. Reed, chairman of the board, General Electrical Co., 570 Lexington 

Avenue, New York 22, N. Y. 
Winfield W. Riefler, assistant to the chairman, Board of Governors of the Federal 

Reserve System, Washington 25, D. C. 
Walter M. Ringer, chairman, Foley Manufacturing Co., 3300 Fifth Street NE., 

Minneapolis 18, Minn. 
E. A. Roberts, chairman of the hoard, Southern Industries Corp., 61 St. Joseph 

Street, Mobile, Ala. 
W. S. S, Rodgers, Room 2705, Chrysler Building, 135 East 42d Street, New 

York 17, N. Y. 
Emit Schram, consultant, New York Stock Exchange, Rural Route No. 1, Peru, 

Ind. 
Blackwell Smith, Smith, Sargent, Daman & Grant, 521 Fifth Avenue, New 

York 17, N. Y. 
Reese H. Taylor, president. Union Oil Company of California, Union Oil Building. 

IJoa Angeles 17, Calif: 
John W. Snyder, chairman, finance committee, Tlie Overland Corp., 500 Security 

Building Toledo 1, Ohio 
Hardwick StJres, partner, Seudder, Stevens & Clark, 1 Wall Street, New York 5, 

N. Y. 
Gardiner Symonds, prei 

2511, Houston 1, Tex 
Walter C. Teagle, 30 Rockefeller Plaza, New York 20, N. Y. 
J. Carlton Ward, Jr., president. Vitro Corporation of America, 261 Madison 

Avenue, New York 16, N.. Y, 
ThomaE J. Watson, chairman of the board, International Business Machines 

Corp., 590 Madison Avenue, New York 22, N. Y. 
J. W, Watzek, Jr., partner, Crossett Watzek Gates, 80 East Jackson Boulevard, 

Chicago 4^ 111. 
Samuel P. Wetherill, president, Hyper-Humus Co., 763 West Lancaster Avenue, 

Bryn Mawr, Pa. 
W. H. Wheeler, Jr., president, Pitney-Bowes, Inc., 757 Pacific Street. Stanxford, 

Rcwer Williams, director, Newport News Shipbuilding & Dry Dock Co., ftO Broad 

Street, New York 4, N. Y. 
Charles E. Wilson, chairman of the board, W. R. Grace & Co., 7 Hanover Square, 

New York 5, N. Y. 
Charles E. Wilson, The Secretary of Defense, Washington 25, D, C, 
R, E. Wood, ch^rman, finance committee, Sears, Roebuck & Co., Chicago 7, 111. 
R. W. Woodruff, chairman of the finance committee, The Coca-Cola Co., 310 

North Avenue NW., Atlanta 1, Ga. 
James W. Young, Pena Blanca. N. Mex, 
Harry W. Zinsmaster, president, Zinsmaster Bread Co., Duluth 1, Minn. 

Mr. Patman. And who they represent? 

Secretary Weeks. Yes, sir. 

Mr. Patman. They are all WOC's, I assume, since they are an ad- 
visorj' group? 

Secretary Weeks. They have no relationship except they meet 
about seven times a year, and I discuss business problems with them. 

Mr. Patman. They meet with you. Do they make recommenda- 
tions m writing? 

... Secretary Weeks. Occasionally I will ask them to form a committee 
to study a certain project, or a certain area, and they will give me a 
written report sometimes, and sometimes an oral report. 

Mr. Patman. Ai'e they predominantly big business, little business, 
or in between? 

Secretary Weeks. I should say I don't know. I suppose there are 
more of them in big business and medium sized business than in 
small business. 
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Mr. Fatuan. Are they often referred to or sometimes referred to 
as the blue ribbon committee? 

Secretary Weeks. I have never heard them given that designation. 

Mr, pATMAN. What conunittee in your group is referred to as the 
blue ribbon committee? 

Secretary Weeks. I don't know, sir. 

Mr. Patman- I noticed it in the Wall Street Journal. I had 
better not name names because I might be wtoi^, but I believe that 
is where I saw the reference, Mr. Secretary. 

The Chairman. Are there any further questions? 

Mr. Reuss. I have a question. 

The Chairman. Mr. Beuss. 

Mr, Reuss, Mr, Secretary, I think it haa been your testimony that 
of the 25 industry division heads in your Business and Defense Services 
Admiuistration, 10 are regular civil servants and 15 are paid by private 
industries; is that correct? 

Secretary Weeks, Yes, sir. 

Mr, Reuss. At the present time? 

Secretary Weeks. Yes, sir. 

Mr. Reuss. What is the salary or compensation received by the 10 
civil servants industry division chiefs? What do they get a year? 

Secretary Weeks. They average about $13,500. 

Mr. Reuss. You say that is an average. What is the most highly 
paid civil servant industry division head? 

Mr, Weeks. Seventeen; GS-17. 

Mr. McCoy. GS-17, top $14,000. 

Mr. Reuss. Don't you believe that somewhere in the 160 millioa 
people in the United States you could dig up 15 competent and honest 
men to come down and head up those 15 divisions for S14,000 a year? 

Secretary Weeks. You will have to go through the civil service 
screen. 

Mr. Reuss. Don't you believe somewhere after tliey went through 
the civil service screen among the 160 million people you will find 16 
who would be willing to work for $14,000 a year down liere as industry 
divi^n chiefs? 

Secretary Weeks. I will answer that in two ways: One, the process 
of getting would not be as simple as you outline, of just going out and 
getting them. You would have to bring them in and it couldn't, as a 
practical matter, be done from the civil service standpoint. 

On the other hand, my other answer is that in certain industries, 
and as a leavening rate across the board, it is extremely helpful to 
have people who are fresh out of business and who know all the 
inbicacies of a particidar business. It makes an excellent combina- 
tion, to have some of each. 

Mr. Reuss, For $14,000 a year can't you find someone w 
patriotic enough in this time of national crirtis to c;ome down here 
out of business and give you a lift on filling one of those ind 
division chief jobs? 

Secretary Weeks. You can't get him in. When I took offic* 
Secretary of Commerce, out of .')2,000 people on the rolls I only 
21 appomtments. You can't go out under the cirili v > 
and ]U3t hire billions to rx)me m and do a . 

Mr. Reuss. Let us explore this, l>ecauM 1 

that 

e(!841— OB s 
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Mr. WiDNALL. Will the gentleman yield? 

Mr. Keusb. Yea. 

Mr. WiDNALL. Isn't it true, Mr. Secretory, that that pit^am i^ 
also a training prt^am for people in business bo that you will have i^ 
reserve of people experienced in Government familiar with th^ 
organizational problems? 

Secretary Weeks. From my standpoint, that is one of the mosW- 
important features of the whole program. We are buildii^ up thi^ 
reserve, and if we get in trouble tomorrow we can send telegrams to, 
I don't know how many people scattered around the country, to come- 
down and go to work. 

Mr. WiDNALL. If you hired everybody through civil service you 
would defeat the program as far as your reserve is concerned? 

Secretary Weeks. I think it would, 

Mr. Eeuss. It is also true, isn't it, that these 25 industry division 
chiefs do valuable and important work for the Government right now? 
They aren't just here in sort of an intemeship program? Isn't that a 
fact? 

Secretary Weeks. Yes; it is a fact, but this is not anything new 
that we are proposing. This is a standard procedure and practice, 
that woe thing, that is completely nonpartisan, that has been 
thoroughly supported by both parties since its inception, and it works 
well, and, as I have just said, it helps you to build this reserve that is 
very useful. 

Mr. Reuss. We aren't payii^ them $14,000 a year to build up a 
reserve for future contingencies, are we? 

Secretary Weeks. We don't pay the WOC's anything. 

Mr. Reuss. I appreciate that, out when a man serves as one of 
the division chief heads of 1 of your 25 industry divisions he 
apparently serves 2 purposes. One, he does his day's work in 
carrying out the functions of the Office of Defense Mobilization, and, 
secondly, serves some purpose as constituting a reservoir of trained 
personnel for the sweet by and by; isn't that true? ■ 

Secretary Weeks. Yes, sir. In each case I may point out that he 
has a career deputy head of the division, so that in one case there will 
be a career man at the head, in the next case a WOC man with a deputy 
who is a career man. It works both ways. 

Mr. Reuss. Those 25 industry divisions are set up the same 
whether they have a career man or WOC man at the top; isn't that 
true? 

Secretary Weeks. Yea, sir. 

Mr. Reuss. I still don't think I have received an answer that 
resolves my confusion on the question I asked, which is, Don't you 
think that there are in the United States now 15 competent qualiJaed 
men who could be recruited for these positions, and who would be 
happy to serve their country at $14,000 a year, at a time when 
2,900,000 boys are about to be placed in the Active Reserve and at a 
time when there is enough emergency so you are here, and very 
properly here in my opinion, Eisking for a renewal of this emergency 
economic legislation? 

Secretary Weeks. I will answer again that the men are there. The 
15 men are there, but you can't get uiem in under civil-service regula- 
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'tions, and, second, if you could, you would defeat the purpose of 
getting these fellows knowledgable about the workings of this defense 
nec^&nisni. 

Mr. Rbuss. Will you furnish me with a supplemental statement 
on just what civil-service regulations now prohioit the recruitment by 
you as Secretary of Commerce of the remaining 15 industry division 
chiefs? Apparently you weren't inhibited by such regulations in 
tie recruitment of the 10 of the 25. What is the trouble with the 
remaining 15? 

Mr. Honeywell. Mr, Congressman, the 10 men who presently 
head divisions are old career people who already had civil service 
status, and also had qualifications to make them the heads of the 
divisions; in each case industry accepted them gladly as co^etent 
and industry has not chosen to cooperate in the furnishing of WOC'a. 
We are happy to have these 10 men head these 10 divisions. 

May I further add to the point, as to bringing in these 15 patriotic 
individuals that you referred to : In each case that man has to sever 
his connection with hia company. He has no assurance of longevity 
in service, even if he were pemutted to take the position by the Civil 
Service Commission. By virtue of these men coming in from industry, 
knowing that they have their main business contact to return to, they 
further add one new point, which has not yet been mentioned, they 
help to train our civd-service employees in the current developing 
know-how of industry. It is a two-way training street, and our 
ciTil-service employees are gaining from this turnover of w, o. c.'s from 
industry- 

Mr. Reuss. You can see why I am interested in this. Of course, 
tile Senate bill, as the Secretary has pointed out, eliminates this 
w^. 0. c. feature from the heads of division section of the act, and I want 
U> evaluate that and one of the things I want in front of me when I 
evaluate it is some information on whether these division chiefs could 
be recruited other than on a w. o. c. basis, and, therefore, I would 
Appreciate it, if I may, your citing to me what civil-service require- 
plents there are which prevent your hiring people for $14,000 a year 
oy some sort of an unassembled examination. 

I don't care whether they are in the Government now. Very likely 
you can't find such people in the Government now, but I am frankly 
^ery upset to hear that our own Civil Service Commission keeps the 
Secretary of Commerce from hiring the people he needs from outside 
the Government, 

. Secretary Weeks, It does, sir. We would be glad to furnish that 
uiformatioD. 

(The information is as follows :) 



The employment of persons under regular civil-service procedures to fill key 

Citions as assistant administrators and heads of industry divisions in ii^f 
rfness and Defense Services Administration of the Department of Cor 
is not, in my opinion, either practicable or appropriate, for a number of ri 
{Deluding among others those listed below. 

This fact makes it necessary that existing legislative authority in the Defense 
Production Act to employ outstanding persons without compensation and with 
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partial exemption from the conflict of interest statutes be coiitinued without 
impairment. 

1. The poaitiona in question require the incumbents to have not only tbe 
genera! minimum qualifications applicable to the civil service classification and 
grade but also {a) an intimate up-to-date workine knowledge of the production 
and other management problems of the individual industry concerned, and 
(6) ability to command the confidence of the individual industry tor effective 
liaison between the industry and the Government. These qualification require- 
ments are impracticable to administer through competitive examination pro- 
cesses. The latter are primarily concerned with length and type of education, 
length and type of experience on each job, and other factors which are easily 
measurable but which are not of great importance in selecting the best-qualified 
persons for these positions. 

2. The number of positions to be filled is relatively small and would not justify 
the cost of development and administration of an elaborate recruitment and com- 
petitive examination procedure, even if such a procedure could be developed, 
which is unlikely. 

3. Each <rf the positions in question involves highly specialised qualification 
requirements, different from each other position in the industry knowledge 
involved. The positions cannot be grouped together tor economy in examina- 
tion procedures. As a result prohibitive costs and delays would be involved in 
filling these positions. 

4. The positions appropriately require persons of outstanding experience not 
obtainable on a full-time salaried basis, as in the career service. It ia well recog- 
nised that persons with outstanding industry experience seldom apply for com- 

?;titive examinations for career civil-service jobs. There is every reason not to. 
heir careers are in private industry. Their compensation is usually far greater 
in private industry, and their prospects for future advancement are much 
brighter in private industry. To the extent that they accept Go^'ernment em- 
ployment even on a temporary basis, they do so largely as a public service, on 
a strictly temporary basis, at the request of the industry itself. They cannot 
afford to be away from active work in the industry for very long, because if tbey 
were, they would rapidly lose the intimate familiarity with detailed current 
problems of the industry which makes them the outstanding persons which tbey 
are. Ill this type of sitiia*ion, the job must seek the man; not the mftn seek the 
job. which is the principle underlying competitive civil service procedures. 

5. Because of the foregoing factors the positions in question are not and should 
not properly be considered positions in the career civil service. There may, of 
course, be a few persons with desirable industry experience who have been drawn 
into the Government in recent years who have been given a competitive civil- 
service appointment, and there may be others who under the operation of reduc- 
tion in force procedures have had to be assigned to positions of this nature iaeoause 
of the veterans' preference act and related regulations. In general, however, our 
experience has been that the job cannot be filled successfully except by the selection 
of outstanding persona from private industry, and that such services are not other- 
wise obtainable in the Government on a permanent full-time salaried basis. 

6. In employing persons from private industry, of course, it is neoesemy to 
grant a reasonable partial exemption from the conflict-of-interest laws. Tlus is 
in line with the thinking expressed in House Report No. 2759 of July 26, 1950, 
concerning the origin of the provision under which WOC's are employed, wWch 
reads in part as follows r 

"Regulation of the Nation's economy on the scale contemplated under the bill 
must be carried out with full knowledge and appreciation of the complexity and 
interrelations of our economy. Otherwise the intended results may not be accom- 
plished and instead much harm to the economy and to the defense effort, may re- 
sult. The advisory committees provided for under section 501 will give assistance 
to this end. In addition, the committee has also inserted a provision in section 
510(b), which wouldauthorize the President to employ persons of outstanding ex- 
perience and ability without compensation, and to waive certain statutes which 
might otherwise be construed as subjecting these employees to criminal penalties. 
This would enable these men to continue to draw their salaries from their former 
employers, and to retain pension rights with their companies. 7^ a/mmitia 
recognizet Ike danger that such pertons may be placed in a position where their Uyalty 
to their former employer might conflict with their retponsibility to the GoferntnetU ana 
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tMtoiibltc. The commitleo placet iia reliance iiuthe Preeidenllo safeguard. Ikt-ialtTMla 
oj tne public, first, by making a wise selection of persons for suck employment, and 
**emd, by itsuing regulaliont which would reduce to a minimum the extent to which 
tieie conflicts of loyaltiet may arite." [Italic supplied,] 

In this connection, it may be pertinent to point out that the Commission an 
Organiaation of the Executive Branch of the Government, in its report Personnel 
sod Civil Service, dated February 1955, commented in part aa follows: 

"A particular obstacle to attracting competent men into political service is the 
problem cause by those portions of the conflict of interest laws requiring divest- 
ment of personal investments and industrial pension and other rights. While 
competent men may be willing for temporary periods to accept lower pay in public 
service, increasingly they are becoming reluctant to give up their lifetime aceumu- 
iations of investments and pension and other rights of private industry and life. 
We must develop a fresh approach to this matter. 
"Recommendation No. 5 

"We recommend that the President and the appropriate committees of the 
Congress review the conflict of interest laws to determine whether the intent of 
Buoh laws can be better achieved by other and more positive means which would 
Encourage rather than discourage entry of competent men into public life." 

Mr. Reuss. Maybe that is the trouble. Maybe our civil-service 
regulations should be amended so that you have the freedom to see 
whether, among our 160 million inhabitants, there are not 15 who 
for S14,000 a year are willing to come down and be head of an in- 
dustry division, even if that does mean sever their connection be- 
cause, of course, there are a lot of other people in the countiy who 
are maktne sacrifices, and including the Secretary, and I would like 
to know wnat the trouble is here. 

That is ail, Mr, Chairman, 

The Chairman. Mr, Vanik. 

Mr. Vanik. Mr. Secretary, I share Mr. Reuse' feelings with respect 
to the civil service. If we have to improve the civil service maybe 
we ought to lend our efforts to develop civil service to produce the 
mea we want. I can't help but call attention to the fact that the 
Chief Executive of the country is a Government-trained executive. 
He was trained in a system that is comparable to civil service in the 
mSitary structure. 

With respect to this executive training program, does the contract 
of employment with the executive who is receiving the in-Govemment 
trMning, or coming into the service,^ — does his contract with the 
Government obligate him to service? Can he be recalled? Can 
he be obligated to serve a certain term of office with the Government? 

Secretary Weeks. That is a matter that Dr. Flemming would 
have to answer. The training program is under the ODM. 

Mr. Vanik. It is under Dr. Flemming's jurisdiction, and you are not 
prepared with that answer. 

In order to expedite, would Dr. Flemming be willing to answer 
that question? 

Dr. Flemming. I would be very happy to. 

We have been running just a pilot operation on the executive 
reserve in the ODM, and we have specified that if a person is to 
become a part of the executive reserve that both he and his employer 
are to agree in advance that in the event of general mobUization that 
ho will tie available. 
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Mr. Vanik. It is only a gentleman's agreement, as it stands- now? 
There is nothing obligatory about it? 

Dr. Flemming. It doesn't have the force of law. We are not 
proposing that, Mr. Congressman, in the language that we are pro- 
posii^ for the Defense Production Act. I don't think that we need 
to put it on that particular basis, but it is in writing and there is 
an understanding between the ^ency concerned and the individual 
and his employer that in the event of general mobilization, that he 
will be available. 

Mr. Vanik. The obligation is voluntary insofar as the law is 
concerned? 

Dr. Flemming. That is right. 

Mr. Vanik, One other question, directed to the Secretary: WiUi 
respect to the recommendation that both you and Dr. Flemming 
maike with respect to the 2-year extension of the Defense Production 
Act, is your 2-year recommendation for extension based on an expect- 
ancy that the foreseeable need for the ODM will terminate at that 
time, or is it based on some other consideration? 

Secretary Weeks. I would like Dr. Flemming to answw that. 
That is in his province. 

Dr. Flehutng. Mr. Congressman, my own personal feeling is that 
the President of the United States is correct when he says that we are 
in an ^e of peril. I feel, however, that it does make good sense to 
put a terminal date, of say approximately 2 years, on legislation of 
this kind, ao that the executive branch and the legislative branch 
can sit down together and evaluate the situation just before the act 
is due to expire, to see whether the authorities in the act are still 
needed, to see whether additional authorities might be needed. 1 
think it is a good part of our system of checks and balances. 

Mr. Vanik. Isn'tittime that we have reached a decision on whether 
or not certain phases of this work cannot be made, or should not be 
made, a part of our permanent structure of Government? 

Dr. Flemming. Mr. Congressman, I can take certain sections of the 
Defense Production Act and argue that in the Ught of the world 
situation it would make good sense to extend them to an indefinite 
basis, but on the other hand I think it is better from the standpoint 
of the country for the Congress to review the situation periodically. 

I think, for example, that that is one of the important aspects of 
the reserve bill. You have extended the Selective Service Act, but 
you have extended it for a definite period, so that at the end of that 
period the Congress could take a look and see whether or not it is 
needed in the future. 

To my own way of thinking, that is one of the basic distinctions 
between the bill that has passed the House and what people often 
refer to as UMT. UMT would not have a definite termination 
date on it. But under this kind of legislation the Defense Productton 
Act and Reserve Act periodically the Congress has to affirmatively 
act if the executive branch is going to continue to exercise these 
authorities. 

I think that is good Government, from the standpoint of mainte* 
nance of our system of checks and balances. 
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Mr. Vanik. That is all, Mr. Chairman. 

(Complete Ust of industry officials, as submitted to the committee, 
employed without compensation in NPA-BDSA, are as follows:) 
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The Cbairhan. If there are no further questions, that concludes 
our hearing this morning. We are glad to have the benefit of your 
views, Mr, Secretary and Dr. Flamming. 

We will adjourn to meet tomorrow at 10 a. m. 

(Whereupon, at 1:13 p. m., the committee adjourned.) 
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thctbbdat, jttlt 7, 18kb 

House of Representatives, 
Committee on Banking and Currency, 

Washirigton, D. C. 

The committee met a.t 10 a. m., the Honorable Brest Spence 
(chau^naji) presidmg. 

Present: Chairman Spence, and Messrs. Brown, Patman, Multer, 
O'Hara, Mrs. Griffiths, Vanik, Davidson, Wolcott, Talle, McDonough, 
McVey, Hiestand, and Bolton. 

The Chairman. The committee will be in order. 

Will the clerk call the first witness in our consideration of the 
extension of the Defense Production Act. 

Mr. Hallahan. The first witness is Mr. Robert C. Lanphier, Jr., 
Deputy Assistant Secretary of Defense for Supply and Logistics. 

The Chairman. Mr. Lanphier, you may proceed as you desire. If 
there is any matter you desire to insert in the record you may do that. 

Do you have a prepared statement? 

Mr. Lanphier. Yes, sir. 

The Chairman. You may proceed to read it, without interruption. 

STATEMENT OF ROBERT C. lANPHIER, JR., DEPUTY ASSIST- 
ANT SECRETARY OF DEFENSE FOR SUPPLY AND LOGISTICS 

Mr. Lanphier. Mr. Chairman, members of the committee, the 
Department of Defense appreciates the opportunity to express its 
views on H. R. 7071, a bill to amend and extend the Defense Produc- 
tion Act of 1930. 

The Department of Defense recommends that the existing provisions 
of the Defense Production Act of 1950, as amended, be extended for a 
period of at least 2 years beyond the date of July 31, 1955, now set for 
their expiration. In our opinion, international tensions will unques- 
tionably require the further improvement and maintenance of a sub- 
stantial national defense program for some years to come. We feel 
that to achieve this objective extension of the Defense Production Act 
for at least 2 years is essential to assure our ability to meet both cur- 
rent military production requirements and mobilization needs. 

Title I of the act provides the statutory basis for the continuation 
of priorities and allocations which is necessary for retention of the 
limited defense materials system and preference ratii^ system as a 
mobilization readiness measure. This has the strong support of the 
Department of Defense. While there is diminished need for this au- 
thority for current procurement, there still remain areas where harm- 
ful ddays might occur without the benefit of this authority. It is 
atill necessary to resort to the use of production directives in addition 

108 



.bv Google 



104 EXTENSION OF DEFENSE PRODUCTION ACT OF 1950 

to priority ratings in order to maintain important production programs 
on schedule. The matter of identification of military and AEC orders, 
an integral part of the present priorities sj'stem, is extremely import- 
ant since it constitutes substantial protection where there is serious 
shortage, such as in nickel, or in the event of any development such as 
a strike which might cause a shortage in a particular plant or industry. 

The military departments have taken measures to insure the reten- 
tion of a nucleus of trained personnel to carry out present priorities 
and allocations operations. Under this plan any disruption caused 
by organizational changes and personnel rotation is kept to a minimum 
and a nucleus of trained personnel is assured which may be quickly 
expanded in the event of mobilization. The armed services procure- 
ment regulation: has been amended to support the priorities and allo- 
cations system as Department of Defense policy, and to require 
contractors to comply. Continuation of the present authority for 
mobilization purposes is vital. 

Title III provides the legal basis for various methods most important 
in aiding the expansion and maintenance of production capacity and 
supply. A major concern to this Department is the power to guarantee 
loans to assist and expedite national defense production. As of March 
31, 1955, loan guaranties of the Army Navy, and Air Force were in 
force on credits of about $601.5 million, of which approximately 
$360.7 million w^ actually outstanding and in use. It is clear that 
the need for these guaranteed loans will continue. 

While section 302 of title III providing for direct Grovemment loans 
to defense contractors may not be essential for present programs, its 
retention is considered advisable in the event of changed conditions. 

While falling more within the direct responsibility of the Office of 
Defense Mobilization, we believe it important to seek extension of 
the authority of title III r^arding the stimulation of development, 
expansion, and maintenance of adequate supplies and sources of supply 
of minerals and other critical materials. In this connection S. 2391 
recently reported out bj' the Senate Committee on fianking and 
Currency contains a provision amending section 303 of the act which 
would authorize the development of substitutes for strategic and 
critical materials. It is our belief that this authority would be an 
important aid to obtaining, to the greatest degree possible, self- 
sufficiency for needed defense items. 

It is important that title VII be extended. Aside from the fact 
that it contains many general provisions incidental or necessary to 
the effective implementation of titles I and III, it also contains spe- 
cific authorizations to assist defense production which the Departs 
ment believes must he continued. 

The extension of section 70S is considered of extreme importance. 
This section provides certain exemptions from antitrust laws to mem- 
bers of industry participating in voluntary agreements in connection 
with matters of defense production. These agreements permit manu- 
facturers to exchange production techniques and know-how which are 
in furtherance of the interests of the United States. Many industrial 
integration or production committees have already been established 
by the military departments under section 708, with the approval of 
the Department of Justice. For example, the Air Force now has 
functioning integrating committees in connection with the production 
of B-47, F-84F, and J-47 aircraft. Although the latter committees 
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■re in the process of terminating their activities, it is believed that 
sdditional Air Force committees will be needed. The Navy partici- 
pates in several integration conmiittees including those concerning 
guided missiles and fije-KK>ntrol equipment. In the Ordnance Corps, 
De^Mirtment of the Army, a total of 19 integrating committees has 
been established since the enactment of the Defense Production Act 
of 1950, The powers under section 708 are very valuable, not only 
in expediting production, but in achieving the maximum results from 
the expenditure of our defense dollars. 

In tnis connection we are concerned over the following restrictive 
language contained in S. 2391 as reported out by the Senate committee 
amendmg section 708 (b) : 

• • • approved voluntary agreements or programs relating solely to the 
exoh&nge between actual or prospective contractors of technical or other infor^ 
mation, production techniques, and patents or patent rights, relating to equipment 
used exclusively by or tor the military which is being procured by the Department 
<rf Defense or any department thereof, • * • 

Ldmiting voluntary agreements to "equipment used exclusively by 
or for the military" might well preclude a desirable exchange of infor- 
mation on equipment which is of a dual nature having some commer- 
cial application. The Department of Defense atronglj^ recommends 
that me language contained in tlie existing law be retained. 

The Department of Defense also considers the extension of section 
710 to be important and necessary. Subaectiona 710 (b), (c), and (d) 
relate to the employment of experts and consultants and contain 
•xemptions from certain of the conflict of interest statutes. These 
exemptions make it possible to secure the services of persons of out- 
Btandmg qualifications who would otherwise be precluded from serving. 
Furthermore, under authority of section 710 (b), persona may be 
employed on a w. o. c. basis and not be limited to purely advisory or 
consultative services. We have found this authority in certain in- 
stances to be of valuable assistance in our programs. 

The Department of Defense atrongly recommends enactment of a 
provision similar to that contained in section 7 (e) of S. 2391 which 
would establish a nucleus executive reserve. It is believed that that 
authority would be of invaluable assistance in providing key personnel 
in essential positions during any emei^ency. 

I note that S. 2391 would add a new subsection to section 701 of the 
act which would direct the Office of Defense Mobilization to review 
Uie Department of Defense small-buainesa progr^'™ ^ud to make 
recommendations of w&ys to increase the share of procurement going 
to small business. We in the Defense Department who have responsi- 
biUties in this area will always welcome constructive suggestions from 
all sources on how to do a better job. We would welcome them from 
ODM. In considering the desirability of the proposal, however, your 
committee should be informed of the following facts: 

The action is premised on the statement that small business is getting 
a declining share of defense business. This is based on data taken 
from the January 31, 1955, report of the Small Business Administra- 
tion. These figures are misleading, in that the figure of 18.7 percent 
for the years 1951 through 1954 is based on net procurement and the 
Sgure 18.3 percent for the year 1954 is on a new procurement basis. 

I should like to interject here to explain the difference between net 
and new. Net is new procurement leas cancellations, whereas new 
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procuremeDt is the volume of new orders placed without respect to 
cancellations. 

KAs a result, the two figures are not comparable and do not support 
the statement that the share eoing to small business is declining. If 
comparable figures are used, the share going to small business during 
recent periods is higher than the Jong-term average. It is fair to say 
that statistics on awards to small business indicate a long-term upward 
trend that is encouraging. 

The Department ofDcfense is responsible for the area in question 
and has initiated a vigorous program within the last year. This 
program baa been presented to the Small Business Committees of the 
Congress. It is largely responsive to the recommendations they have 
made. This program should be allowed an opportunity to prove itself. 

The Small Business Administration also alreadv has major responsi- 
bilities in this field. The Small Business Administration and the De- 
partment of Defense have recently established a close cooperative 
relationship. This cooperation should be given every opportunity to 
produce results. 

The Chairman. Are there any questions? 

Mr. Patman. I would hke to aak, is Mr. Pike with your Depart- 
ment? 

Mr, Lanphibr. Yes; I am his deputy. 

The Chairman. What is Mr. Pike's position? 

Mr. Lanphiek. He is Assistant Secretary of Defense in Chaise of 
Supply and Logistics. 

Mr. Patman. He is an assistant to Mr. Wilson? 

Mr. Lanphier. That is right. 

Mr. Patman. You are his deputy? 

Mr. Lanphier. That is right. 

Mr. Patman. You are appearing here for Mr. Wilson and Mr. Pike? 

Mr. Lanphiek. That is right. 

Mr. Patman. I notice in this recommendation that you mention in 
your testimony about the 708, you recommend that it be extended 
and the exemption from the antitrust laws, and so forth, be extended. 

I would like to mention for the record that that is evidently predi- 
cated upon the report of the Attorney General's National Committee 
To Study the Antitrust Laws, and at page 109 of that report, it says: 

The DefeoBe Production Act has been extended from time to time, and will 
expire in June of 1955. We recognize that our Government must promote expor- 
tation and stockpiling of certain strategic raw materials obtaincKl from foreign 
sourceB. Toward that end it may be necessary in some inBtances to except certain 
activities from the antitrust laws. Accordingly, the committee recommends 
that at least with respect to programs for preserving the supply of critical and 
strategic materials from abroad, it should be further extended. 

You notice the recommendation of the Attorney General is predi- 
cated upon stockpihng from abroad. That is vour understanding, 
isn't it? 

Mr. Lanphier. That portion refers to it. We are speaking of 
groups that are of an advisory nature in connection with products 
that are manufacture, not stockpiling. 

Mr. Patman. You are not speaking about stockpiling? 

Mr. Lanphier. No, sir. The basic responsibility in that field is 
mODM. 

Mr. Patman. I notice at the end of this recommendation it says, 
"The amendment should also contain a provision for termination upon 
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adeqiiate notice, if the President finds that such an agreeonent is do 
lot^er in the national interest." 

Mr. Lanphier. That is right. 

Mr. Patman. You are in accord with that? 

Mr. Lanphieh. That is right. 

Mr. Patman. You would not object to an amendment that pro- 
vided that the President ma^ terminate thia — any President in the 
future — could terminate this if he did not behave it was being admin- 
istered in the national interest? 

Mr. Lanphieb. No; I would not object. 

Mr. Patuan. You would have no objection to doing that. 

Do you know of any agreement for the stockpiling of any of thifl 
foreign material? 

Mr. Lanphieb. No, sir; I am not familiar with that. 

Mr. Patman. You are not talking about that. You are talking 
more about the research part; is that right? 

Mr. Lanphier. I am talking about the technical groups associated 
with the production of military weapons systems and weapons. 

Mr. Patman. Do you furnish quite a lot of money for research and 
development? 

Mr. Lanphier. Yea, sir. 

Mr. Patman. In the form of grants? 

Mr. Lanphier. In the form of contracts, yes. 

Mr. Patman. In the form of grants. 

How much during the last fiscal year did you furnish for that, the 
total? 

Mr. Lanphier. Total research and development I believe was 
about a biUion three hundred million dollars, 

Mr. Patman. Do you have a list of the concerns that this money 
went to? 

Mr. Lanphier. I do not have that; no, sir. 

Mr. Patman, You have it available? 

Mr. Lanphier. We can get that. 

Mr, Patman. How many received that money? 

Mr. Lanphier. I can't answer that, sir. 

Mr. Patman. Would it be a dozen or 10 dozen? 

Mr. Lanphier. I am afraid I am not informed on that subject. I 
believe that Secretary Quarles has testified with respect to the research 
and development moneys, and to whom it has gone. 

Mr. Patman. I beg your pardon? 

Mr. Lanphier. Not to this committee. I believe that information 
has been suppled to Congress by Secretary Quarles. We can obtain 
the information for you. 

Mr. Patman. I wish you would obtain it and make it a part of your 
testimony. It should be for the last 2 fiscal years. 

Mr. Lanphier. You wish to know how much and to whom research 
and development money was paid? 

Mr. Patman. That is right, research and development. Make it 
the last 5 fiscal years. That can be done just as easily. 

Mr. Lanphier. It may give us a problem, but we will see. 

Mr. Patman. What problem would you have? 

Mr. Lanphier. Statistically. 

Mr, Patman. You could get the company and the amount and the 
purpose. It should not be extensive information. If you run into a 
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Sroblem you get in touch with me and we will try to work it out. We 
on't want to unduly burden you. 

Mr. Lanphier. Yes, air. 

(For information requested above, see tetter at p. 114.) 

Mr. Patman, Do you have anything to do with the petroleum vol- 
untary agreements? 

Mr. Lanphier. No, sir. 

Mr, Patman. You don't know anything about the petroleum free- 
men ts? 

Mr. Lanphier. No, sir. 

Mr, Patman. Would someone in your Department know about 
them? 

Mr. Lanphiek. We woidd have mformation on it, but that is not 
part of our D^artment. That is Interior. 

Mr. Patman. You wouldn't have anything to do with setting up 
the agreements? 

Mr. Lanphier. No, sir, 

Mr., Patman. Interior would have to do with that? 

Mr. Lanphier. Yes, air. 

Mr. Patman. I have been interested in the report which you sent to 
the Small Business Committee showing the contracts awarded to the 
100 largest prime contractors in the period July 1, 1953, through 
December 1954. General Motors no longer appears on the list of the 
100 largest contractors. In fact, I believe your report shows General 
Motors had approximately $60 million less in contracts at the end of 
1954 tlian it had 18 months earlier. 

I am also told that you have two forms of contracts: The fixed- 
amount contract and the open-end contract. Are you familiar with 
that? 

Mr. Lanphier. Yes. 

Mr. Patman. That is correct; isn't it? 

Mr. Lanphier. That is right. 

Mr, Patman. Where you have a fixed-amount contract you report 
the total value of the contract, even though it runs for several years. 
On the other hand, where you have an open-end contract you report 
only the amount of the scheduled current deliveries, or deliveries 
within the next month or next 3 months. 

I wonder if you would submit to the committee later a list of the 
fixed-amount contracts and the value of those contracts which General 
Motors held on July 1, 1953, and, secondly, state for each contract 
whether the contract has been cut hack or canceled, or whether it has 
been replaced by an open-end contract, for the same type of it^-ms. 

Will you furnish that to us? 

Mr. Lanphier. I would like to have you repeat that again. 

Mr. Patman. I can give you the information. 

Mr. Lanphier. If you could give it to us, that would be fine. 

Mr. Patman. Did you get it, Mr. Reporter? 

The Reporter. Yes, sir. 

Mr. Patman. I will give you the statement. I had fixed it up for 
Mr. Pike. I thought he was coming over, but evidently he sent you 
instead. 

I believe that will be all, Mr. Chairman. 

(For information requested above, see letter at p. 1 14.) 

"The Chairman. Mr. O'Hara. 
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Mr. CHara.. I notice you say on page 2 of your prepared statement 
"or in the event of any developments such as a strike." 

Eizactly what do you mean by that? 

Mr. Lanphier. In the event of strikes in, say, one plant, under 
the priorities allocation, we con divert, because of the short^e of 
supply, it can be diverted for military production, the remaining 
production, to other places. 

Mr. O'Haha. You don't mean to imply that you wish to have 
authority over organized labor? 

Mr. Lanphier. It does not mean that at all. This is purely 
materials and supply, sir. 

Mr. O'Haba. It struck me that your use of this phase in a strike 
WB8 unfortunate in its implications. 

Mr. Lanphier. I see the way you mean that. We did not mean 
Ihat at all with respect to organized labor. 

Mr. O'Haba. I was interested in Mr. Patman's question. Did I 
understand you are expending a billion dollars a year in research? 

Mr, Lanphier. Yea, sir. 

Mr. O'Hara. That has continued for how many years? 

Mr. Lanphier. I can't teU you how many it was 2 or 3 years ^o. 
That is about the magnitude this past year, and this coining year. 

Mr. O'Hara. That is all. Thank you. 

Mr. Patman. Just one otlier question, Mr. Chairman, which I 
OTorlooked. I intended to ask Mr. Pike about it. This gentlemen is 
appearing for him. 

I have here the instructions sent out by Mr. Pike concerning giving 
nnall business a share of defense contracts, and under the heading 
"Specific Policies, Subsection (a)," it says: 

The mllitwy departments shall insert in all cost-type and fixed-price supply or 
service contracts and in all construction contracts in amounts exceeding $5,000 
i^Mrate contracts to be performed for expansion of outside contincDtal United 
Btotea a clause requirinR the contractor to subcontract to small-business concerns 
the maximum amount that tlie contractor finds to be consistent witb the efficient 
petfoimance of his contract. 

Do you really believe that carries any responsibility to a contractor 
there? In other words, does it leave it up to him to say "Whatever 
unount you believe you can sublet, it will be all right to do it"? 
But you say "It is entirely up to you," 

Do you beheve that places much responsibility on the contractor? 

Mr. Lanphier. I would like to have Mr. Hamlin reply to that. 
He has worked closely with it. 

Mr. Hamlin. Mr. Patman and Mr. Chairman, this section is not 
new policy. The armed services procurement regulation has provided 
essentially this for some period of time. Frankly, we felt, as you 
imply, that this was not a very effective provision and was not ade- 
quate for our purposes in this connection. That was the reason for 
our putting out the new instruction. 

However, we felt it was wise to incorporate this established piece 
of policy in the new document because it was closely related with 
what we proposed to do in the area, and for that reason it was incor- 
porated in there. 

I certainly would not commend it to you as something that was an 
important new accomplishment. It definitely is not that. 
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Mr. Patman, I appreciate the fact that it was just put in there 
for that purpose, but I wish you would go ahead and tell us the 
language you did put in that would compel the contractor to respect 
and help small coucems. 

Mr. Hamlin. Mr. Patman, we did not, in this instruction, put in 
language that would compel/a contractor to increase the share that 
he would give to small business. What we undertook to do, after 
considering many possible provisions that might be put in this direc- 
tive, we undertook to introduce provisions which we would accept 
on a voluntary basis, and which would have the objective of assuring 
to small business at the subcontract level the same kind of equitable 
competitive opportunity which our policy in the Defense Department 
is aimed at giving them at the prime-contract level. We didn't 
ihmk that it would be wise as a first move into this area to adopt 
any compulsory procedure, interfering with the prerogatives of the 
contractor in placing his subcontracts in a way that would be in the 
best interests of doing his ioh. 

Mr. Patman., You could do the prime contracting yourseH if you 
wanted to, couldn't you, and deal with small concerns directly that 
way? 

Mr. Hamlin. Yes; we could. 

Mr. Patman. You could do it. Also the Small Business Admin- 
istration has the power under existing law to take a prime contnract; 
doesn't it? 

Mr. Hamlin. That is correct. 

Mr. Patman. Have you looked with disfavor on that or have you 
discouraged them from taking prime contracts, or do you know why 
they have never taken one prime contract? 

Mr. Hamlin. I don't know exactly what their thinking is on that, 
Mr. Patman. 

Mr. Patman. AnsTvay, the SmaU Business Administration has 
never taken one prime contract; has it? 

Mr. Hamlin. I believe that is correct. 

Mr, Patman. Have small concerns received any of this research 
money? 

Mr. Hamlin. I cannot answer that. Not very much, I do not 
believe. 

Mr. Patman. You don't remember any small concerns receiving 
any of it? 

Mr. Lanpbier. No. 

Mr. Patman. We will find out when we get the names. 

Mr. Hamlin. I don't know the answer, Mr. Patman. I believe we 
will find substantial portions of this money do go to small firms. 

Mr. Patman. Small concerns not connected with large concerns? 

Mr. Hamlin. Yes, sir; 1 believe so. 

Mr. Patman. Wc will look forward to receiving that. 

Mrs. GRipriTHs. Will you yield? 

Mr. Patman. Yes, ma'am. 

Mrs. Griffiths. I would like to ask you if you have such an article 
as the one Mr. Patman read in your contracts? Have you ever 
checked up on any prime contractor — any major contractor — to find 
out liow many subcontracts he gave small business? 

Mr. Lanphieh. We do that on a spot basis. 

Mrs. Griffiths. What do you do when you find out he has refused 
to give them to small business? 
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Mr. Lanfbibr. In most cases it is not a question of refusal to give 
buBiness to small business. It is a question of who maj supply at the 
beet price and the best conditions of doing business. We are conduct- 
ing a very active eifort with the procurement people through the big 
pnme contracts to see that they do give business to small business, 
and that effort has produced good results in the past year. 

Mis, Griffiths. How has it produced them? 

Mr. Lanphier. We only have it on a spot-check basis because the 
job of reporting it is tremendous, to take it throughout our entire 
contractual relationship and find out what proportion goes to small 
business and what is contracted otherwise. 

Mrs. Griffiths. Well, what did you do? How do you find out 
whether they do it or not? 

Mr. LiANPHiER. We do it on a certain item. F( r instance, they 
checked on, I believe, the B-47 airplane and fomid that something 
like 40 percent went to small business. 

Mrs. Griffiths. I would like to surest that I thmk that you have 
very good sanction. If a prime contractor, on your check, fails to 
eive business to small business, the next time that prime contractor 
IS up for renewal, or a new contract is to be placed, it seems to me that 
you can, all other things being equal, give it to the bidder that does 
the beat job by small business. I think that would be comparatively 
simple to do. 

Mr. Lanphier. You can't in advertised bidding. A great portion 
of the bidding is advertised bidding on a competitive basis. 

Mrs. Griffiths. I know what your problems are in advertised 
bidding, but I think in a good many cases the price differential is not 
a real differential and in many places you are putting it not with the 
lowest bidder, probably, but with someone else because they have to 
have the equipment to make the product. 

Mr. Lanphier. In most cases it is the low bidder. 

Mrs. Griffiths. But you have some cases where it isn't. There 
are other things that enter into this. 

Mr. Lanphier. There are relatively few where it is not the low 
bidder. 

Mrs. Griffiths. It seems to me that you might even yourself 
auggest, then, if you have difficulty in doing this, that we amend the 
set to see to it that you are given authority to put these prime con- 
tracts with the people who give the most business to small business, 
where possible. 

Mr. Lanphier. In general, big companies are not fighting smal 



Mrs. Griffiths. They put it into the small business that they like. 
Let us put it that way. 

Mr, Lanphier. That is equally true with big business, too. 

Mrs. Griffiths. They place it with the companies they are 
particularly interested in. 

It seems to me it would be a simple thing — and I have always 
thought so — for the armed services to see to it that this business is 
[ilaced with small contractors. Now, I was a purchaser for a long 
time for the Army, and I don't recall that we ever spent any time 
worrying over who got the business, or over which small concern got 
the business. 

Mr. Stempler. I wonder if I may say one word, Mrs. Griffiths? 
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You will probably appreciate that we start with this proposition, 
we start to buy the eqiuipment we need from the most competent 
person at the lowest price. Then from there you start moving out. 
You have a privity relationship with your prime contractor. He is 
obligated under the contract to deliver. When you start telling him 
who he shall subcontract to — — 

Mrs. Griffiths. Just a minute. That is just exactiv what 1 am 
not suggesting. You don't have to tell him anything, that he has to 
subcontract here or there, but the next time the contract comes up, 
if he hasn't subcontracted to small business you can then consider 
that, and you should then be permitted to consider that in deciding 
who is going to get the bid. 

I know many instances there is no price differential. These bids 
are coming in on exactly the same price. 

Mr. Stempler. I think the clause contained in the contract does 
put a burden, though not a mandatory burden, upon the contractor 
to use his best efforts to contract to small business, but going beyoud 
that, beyond the simple proposition that I stated, you then get into 
a number of policies to assist small business, avoid economic con- 
centration, assist distressed labor areas. Buy American, and I could go 
on to 20 of them, until the original basic proposition to buy the best 
article at the lowest price becomes lost in a morass of other considera- 
tions. The contracting oflEcer must keep them in mind at all times. 
He must keep in mind that the contractor has to be bound to deliver 
that order. 

Mrs. Griffiths. Have you ever checked up on whether or not the 
prime contractors are checking into any of these policies with the 
subcontractor? 

Mr. Stempler. In some cases, they do. 

Mrs. Griffiths. Let me give you a specific instance. Boi^- 
Warner, in Detroit, is working their tool and die makers 7 days a 
week, 12 hours a day now — right now. I don't know whether they 
have any defense production or not. Th^ may not have a thing, 
but there are lots of tool and die plants in Detroit going bankrupt. 

It seems to me that if you are going to check up on a lot of those 
poUcies you named that vou would consider some of that. Is that 
right? 

Mr. Hamlin. Mrs. Griffiths, I think you have a good point there, 
personally, and I think that we actually are doing something that will 
make it possible, and that will make it possible for us to take advantage 
of it, and our new subcontracting policy anticipates a system of 
repiorts on the placement of business by contractors with small 
business, and it anticipates maintaining records of the accomplish- 
ment of these contractors in this respect. The military departments 
will keep these records and they will be available to them and under 
our present policy it would be one of the things that they properly 
could and would consider in the placement of new business with 
these people. So I believe that you not only have a good point, but 
our policy is appropriate to take advantage of that point, and that it 
will develop as our new subcontracting policy moves on through this 
next year of its operation. 

Mrs. Griffiths. I am sure that it is something you could do if the 
act were amended to give you the kind of authority you need, but it 
has always seemed to me that there were a lot of things that the 
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Govemment could do in its purchasing policy to see that this business 
WB8 placed with small business. 

Tliat is bU, 

The Chairman. Are there further questions? 

Mr. Vanik. I have a question, Mr. Chairman. 

TTie Chairman. Mr. Vanik. 

Mr, Vanik. I was quite astonished to learn of the Federal Govem- 
nent's contribution to the research program — the billion dollar con- 
tribution that Mr. Patman inquired about. 

Mr. Lanphiek. It is not a contribution. Those are contracts for 
Tesearch and development. 

Mr. Vanik. I bad always been led to believe that all the scientific 
advancements of our time were the result of private business and un- 
restrained private business under our system of free enterprise. I am 
Bome^iat surprised to learn of the Government's great participation. 

With respect to this money that is spent for research by contractors, 
JB this money spent in any way on a matching basis with private in- 
dustry? 

Mr. Lanphieb. No' spent for specific projects, like guided missiles 
or developing a propellent or explosive. 

Mr. Vanik. There are other developments or results of this re- 
search that must have industrial value. 

Mr. Lanphieb. They do sometimes. 

Mr. Vanik. Does the Government retain any proprietary interest 
in the developments of research that may have value to private enter- 
prise for other civilian needs? Do we retain any financial interest in 
the patents — the results of the research and development? 

Mr. Lanfhibr. They retain an interest in those developments. 

Mr. Vanik. Could you tell us in dollars or what particular research 
projecte have resulted in a proprietary interest to the United States 
(jovemment? 

Mr. Lanphieh. No, I haven't that information here. 

Mr. Vanik. Could that be provided along with the information 
that Mr. Patman requested? This partnership in research is some- 
thing I think the people should know more about. I think they are 
entitled to know just how much the Govemment is contributing to the 
research and development of things that are important to all Ameri- 
cans. I tliink we should know what their contribution is. 

Mr. Stbmpler. I think what we can give you quite easily is the 
patent clause that goes into research and development contracts 
whereby the Govemment funds are used to do the work. In that 
case the Govemment gets a patent or royalty-free license. We 
could get a picture of it. 

Mr. VANIK. The law I can get in a few moments. I want to know 
what tangible things^-what things have come by accretion to the 
Government. What do we own by way of patents or research findings 
tlut are useful in a broad way to the civilian population, other than 
the military? The military findings are useful only to the Federfd 
Govemment. 

Mr. Stbmpler. I think you have put your finger on it. Ecsearch 
for military does not have a ready commercial application. As to 
research by health and welfare, they may have other applications. 

Mr. Vanik. This billion dollar investnient surely doesn't go into 
hulth and welfare. 
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Mr. Stempler. No, sir. 

Mr. Vanik. I wish a billion dollars could be spent for health and 
welfare. We might make some real contribution to the people who 
follow us on this planet. 

What I would like to know is: What proprietary interest has 
evolved to the Federal Government by reason of the research con- 
tract grants, or whatever they are, in the past several years that this 
prt^am has been carried on? 

Mr. Steuplbr. I dare say this program has been carried on for 
maybe 150 or 200 years. 

Mr. Vanik, I am talking about the program under your adminis- 
tration, under which the Government has been entering mto contracts 
for research and development. 

Mr. Lanphier. They have been doing that for many years — 'the 
same type of contracts. 

Mr. Vanik. Could we go back 3 or 4 years to get some idea? 

Mr. Lanphier. We can see what we can find out for you on that 
subject. 

Mr. Vanik. Certainly in this research there have been some gains, 
some research findii^ and developments that have been of great 
value and of great importance to incfustry in the production of civilian 
goods and items that are going to be useful to all of our people. 

I would like to know what interest, if any, has been reserved by the 
Government for itsparticipation in this program of research. 

Mr. Lanphier. We will see what we can do. 

Mr. Vanik. Other than the general good that has come to every- 
body by having a new product develop^. 

Mr. Bolton. I think if we are going to do this and put you to the 
trouble of getting those figures, I would appreciate having them for 
at least a 6-year period as contrasted to a 2-year period. 

Mr. Vanik. I have no objection, 

Mr. Stbmplbr. I am not certain what the committee desires. As 
I understand Mr. Patman's original request, he wanted to know the 
number of research and development contracts entered into for the 
past 5 years, if possible; the name of the contractor, and the amount 
of the contract, and what the contract was for. 

Mr. Vanik. The nature of the contract. 

Office of the Assistant Secretart of Defenbk, 

SuppLT AND LooiaTics, 
Waahington SS, D. C. July 18, 1955. 

n Banking and Currency, 

House of Reprr-BentalivtM. 

Dear Mr. Spence: The following information ia submitted pursuant to 
requeHts from members of your committee during my recent testimony on H, R. 
7071. 

Yon will find enclo.'ted a copy of section IX of the Armed Services Procurement 
ReRulation, which contains tl\ st&ndard patent clauses used Id Department of 
D^ense contracts. I believe that the applicability of any particular clause ia 
Indicated in the tejttual material preceding that clause in section IX. 

Representative Vanik requested a listing of Government-owned patents which 
have commercial and industrial application apart from their military usefulness. 
This Department does not have any such compilation; however, I would like to 
refer you to the seven volumes of the Patent Abstract Series prepared by the 
Office of the Chairman, Government Patents Board, and published by the De- 
partment of Commerce and the Small Business Administration. The titles of 
this aeries are Instrumentation; Chemical Products and Processes; Food Products 
and Processes; Metal Processes and Apparatus, Machinery, and Transportation 
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Equipment; Electrical and Electronic Apparatus; Ordnance; and Ceramic, Paper, 
Rubber, Textile, Wood, and Other Products and Processes. The seven volumes 
describe a total of 4,301 patented inventions owned by the Federal Government 
on January 1, 1064, which have commercial and industrial application. 

The Government posseHacs a license for its own use or for the use of its con- 
tiKctoi^.to aome 12,000 other inventiouK, but the patents to these inventions are 
oat owned by the Federal Government. The Patent Ab.itract Series does not 
ioehide inventions past January 1, 1954, since the process of obtaining a patent 
and Uien attracting it for publication in this series takes approximately I ]4 yeare. 

Members of your committee also wished to know the names of Department of 
Defense reeearch and development contractors and the dollar amount of their 
oontracts for the last 5 years. Pursuant to Public Law 557 of the 82d Concress, 
the three military departments have every 6 months submitted to the President 
of the-Seante and the Speaker of the House of Representatives lists of all research 
ud development procurement actions over $50,000 or more. The first reports 
•overed the period from July through December of 1952 and the laat re].orts 
from the period July through December of 1954. I regret that the Departments 
do not have a complete set of those reports to send you; however, I am info^me^ 
by the Speaker's office that these reports, which are classified, are kept available 
by that office for use by congressional committees upon written request of the 
eonunittee chairman. 

Additionally, the Office of the Secretary of Defense transmitted to Congress 
between July 1, 1948, and June 30, 1951, reports of research and development 
contracta which were negotiated under section 2 (c) <11) of the Armed Services 
FrocuTemeot Act of 1947 (41 U. S. C. 151 (c) (11)), wbieb authorizes negotiation 
of sucb contracts. Copies of these repoite are attached. 

After declaration of the national emergency, contracts of tbis type were ne- 
gotiated under section 2 (c) (1) of that act, so there is a period between July 1 951 
and July 1952 where theie is available no listing of any research and develop- 
tut contraets. 

Members of your committee also requested information on the number and 
value of fixed-price contracts held by General Motors Corp. on July 1. 1953, 
whieh have been terminated in whole or in part, and whether such contracts 
have been replaced by open-end contracts with that corporation for the same 
kind of items. We arc in the process of obtaining these data, which we anticipate 
will not be complete for several days. The information will be transmitted 
to you as soon as it is available. 
Sincerely yours, 

R. C. LANPHfCR, Jr., 
Deputy Assi»tant Secretary of Defense 

(Supply and Logialiei.) 

(Attached reports have been filed with the committee,) 

Mr. Patman. Would you yield for a question, Mr. Vanik? 

Mr. Vanik. Yes, sir. 

Mr. Patman. Suppose by reason of this research money a concern 
got a patent. Who gets tne use of that patent? Does the concern 
pet the oxdusive use of it; does the Govermnent participate? What 
IS the status? 

Mr. Stehfler. The general rule is when the Government supplies 
the funds, or pays for the work, a patent license remains in the 
Government. 

Mr. Patman. Suppose a commercial product is involved and the 
concern doing the research wants to use that in a commercial product. 
Does the concern have the privilege of doing that? 

Mr. Stempleb. You are talking of a situation where the Govern- 
ment supplies the funds for the contract? 

Mr. Patman. That is right. 

Mr. Stbmplbr. For the research work he contracts for the Govern- 
ment gets certain patent rights. 

ifr. Patman. That is for the mUitary and for national defense 
mly; isn't it? 
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Mr, Stehplbr. The rights to all work that develops out of that 
research. 

Mr. Patman. Including rights involving commercial products not 
related to natioual defense? 

Mr. Stsjmpleh. We get very technical when we get into background 
patents — when we get mto the situation where the contractor in order 
to produce has to use certain background patents that he has which 
become intermingled with the research he does. 

I would be glad to supply to the committee the patent structure of 
rights that accrue to the Government in research and development 
contracts, both as to the direct patent, background patents, and 
technical rights. 

Mr. Vanik. My questions were directed to whether or not this 
program, insofar as it may have produced some research advant^es 
that may have civilian value, whether or not in any manner this pro- 
gram was self-liquidating. 

Mr. Lanphier. No, not to the best of my knowledge. 

Mr. Vanik. Or whether there was some contribution made to self- 
liquidate the expense of research. 

Mr. Stempler. Do you mean by that that if a contractor, as a result 
of his work, some commercial application comes out, and in utilizing 
that commercial application he makes money, does he return to the 
Government money? 

Mr, Vanik. Does the Government get anything back that would 
help contribute toward the cost of service? 

Mr. Stempleb. It doesn't get anything back. 

Mr. Vanik. This would in effect result in a research subsidy for 
industry? 

Mr. Stbmpler. In England the proposition you have just men- 
tioned is in vogue; there the contractor returns moneys back to the 
Crovernment. 

Mr. Vanik, I don't ai^e against the principle. I think it is 
very fine. I think we should give credits where credits are due. 
The same people that might get the benefit of some of this research 
subsidy might complain about subsidies in other fields, where it 
might just not fit in with their general ideas. 

I have one other question I would like to address to Mr. Lanphier. 
The question I have deals with the recent aluminum shortt^e in 
which some of our fabricating companies lost their source of supply. 
At the same time there were some shipments of scrap that were going 
to other countries — I think Japan; is that correct? 

Mr. Lanphier. I believe that is what I have heard. We have had 
nothing to do with that, sir. 

Mr. Vanik. Has there been any effort made by your office to in any 
way control the shipments of critical scrap materials to foreign nations? 

Mr. Lanphier. To the best of my knowledge, my office has no 
responsibility in that. 

Mr. Vanik, If you are concerned with critical materials 

Mr. Lanphier. Congress handles that matter. 

Mr. Vanik. That would be the function of Congress, Your office 
woidd have the obligation or some duty to report the condition, would 
it not, if you saw critical metal leaving the country in the form of 
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Mr. Vanik. Certainly it would be within our province. 

Mr. Lanphibr. That would come throi^h ODM. 

Mi. Yanie. Has that condition been corrected now? 

Mr. Lanfhier. I am not sure. 

Mr. Vanik, Would you have any idea of the extent of scrap ship- 
ments of aluminum to foreign countries? 

Mr. Lanpbier. No, sir; I do not know. 

Mr. Vanik. Is that information a type of information with which 
your office ought to be prepared? 

Mr, I^ANPHiER. Not necessarily. We wouldn't necessarily be con- 
cerned with that. That would be a primary responsibility of the 
ODM and Commerce. 

Mr. Vanik. You are concerned with a stockpile? 

Mr. Lanfhier. No, sir; the Office of Defense Mobilization is. We 
are responsible to tell the ODM the amount of aluminum that we 
anticipate that we need, and from tliere on the responsibility for stock- 
piling to meet that requirement or the production facilities necessary 
a with them. That is true of any raw materials. 

Mr, Vanik. You are anticipating the need. ODM is anticipating 
the supply? 

Mr. Lanphibr. Yes. We give them both current requirements and 
whatever requirements would be in the event of mobilization. 

Mr. Vanik. The sole concern for the sliipment would be shipment 
out of the country of critical materials scrap, would be the concern 
of ODM? 

Mr, IiANPHiER. That is right, or Commene. 

Mr, Vanik. Thank you. That is all, Mr. Chairman. 

The Chairman. Any furtlier questions? 

Mr. MuLTEB. Mr. Chairman, very briefly. 

When you supply the information with reference to research and 
development contracts would you be sure to give us tlie typical para- 
graph as contained in those contracts which reserves to the Govern- 
ment its right to use the result of the research and development 
contract? 

Mr. Stempler. Yes, sir. 

Mr. Mdltbr. Am I right in assuming that there is such a provision 
in practically all the research and development contracts? 

Mr. Stempler. Yes, sir. 

Mr. Mdlter. Do you know of any sucli contracts that do not have 
that reservation? 

Mr. Stempler. Not to mv knowledge. 

Mr. MuLTEH. The difficulty we found, however, during the course 
of our Small Business Committee hearings — and, Mr. HamJin, I think, 
was present during part of tiiose liearings — was that while the Gov- 
ernment had reserved the right to use the result of the research and 
development, it was extremely difficult at times to get the drawings 
and specifications, that were developed under that contract, into the 
hands of the other persons who might want to bid for the item that 
the Government would then be ready to buy after the research and 
development contract was complete. 

Can you tell us whether or not that situation has improved any? 

Mr, Hamlin. That is a complex situation between research and 
development and normal shop drawings and processes. In the one 
case, it is purely a patent, if you like. It is research. In the other 
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case it is considered by industry generally that the detailed shop 
drawings and method of production is a proprietary right which gives 
them an advantage over a competitor eng^ed in the business of 
manufacturii^. Through these same committees which have been 
formed for the production of certain types of miJitaiy equipment we 
have exchanged that same know-how on a free basis to the general 
^;ood of the United States, to produce a better article cheaper, and that 
IS exactly what has resulted through the pooling of that knowledge. 

Mr, MDLTER. Let me take an example of what we are talking about, 
the production of an amplifier. You let a contract to a company, an 
electronics company, to do research and development on an amplifier 
and they then come up with a new type amplifier. Of course, the 
know-how they have developed within their own organization they 
are not going to pass out to the industry. They will keep it so they 
can have that advantage. All the contractors in the world won't take 
that know-how away from them and they will not spread it if they 
don't want to. 

I tiiink we can require them and the contracts do require them to 
give you the complete specifications, from which tliis amplifier is to be 
made after you find it to be the one you want to use. i ou are now 
ready as a result of the completion of the research and development 
contract to buy 10,000 amplifiers of this new type. If you invite bids 
for the 10,000 amplifiers, and the researcher and developer sit? on those 
plans and specifications, then all the notice in the world won't permit 
anybody else to bid, even though they may also have the know-how. 
They will be willing to undertake to build it, provided they have the 
drawings and specifications. 

The difficulty we ran into in most instances was when the notice of 
invitation to bid went out we might have 5 or 6 electronics people 
ready to bid on that amplifier, but they couldn't because they didn't 
have the details. 

I wonder if anything has been done about that? That is a matter of 
mechanics, to require the researdier and developer to deliver to you 
when he finishes these contracts those plans and specifications so you 
can invite the world to bid if they want to? 

Mr. Lanphier. I think that varies greatly according to the original 
contract, as to whether the plans are to be provided to the Government 
or not. In some cases they are; in some cases not. The drawings 
have been directed at meeting a specifications, rather than at the 
details of it. 

Another contractor can meet the same specifications, maybe by 
another method. 

Mr. MuLTER. That will never be satisfactory because when I come 
in to bid on that amplifier and if my specifications are going to be the 
slightest bid different from that developed by the man who is paid by 
the Government to do it, my bid is going to be turned down because 
I don't meet the specifications. That is one of the things we have 
been coniplaining about for years. 

When I say "we," I mean the Small Business Committee. We have 
been complaming to the Defense Department about that through the 
years; 3 years ago, 4 years ago, last year, and this year again we com- 
plained. I think it is time that somebody did something to correct 
that situation. I thmk part of every research and development 
contract should require the full details and drawings and specifications, 
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d&wh td ike last bolt in the item, to be delivered upon completion of 
the contract to the Goremment so the Goveniment can reproduce 
them and supply them to those who may be interested in bidding. 

Thank you, Mr. Chairman. 

The Chaibbian. Are there any other questions? 

If not, you may be excused. 

Mr. Bolton. Mr. Chairmen. 

The Chairman. Mr. Bolton. 

Mr. BoiiTON, May I inquire very briefly, following Mr. Multer's 
tine of thought, sir, and carrying it into the field of standardization, 
I wcmdered whether that problem which has been with us for many, 
muiy ^ears has come any closer to solution from the standpoint of 
providu^ a standardized article? 

To give an illustration, I ran into it on the basis of a finished prod- 
net, where the standardized article was purchased on the basis of the 
number of machines of the manufacturer that were actually in the 
pqwline, as a very significant factor, the defined feature being diflFer- 
ent between the venous manufacturers, the specifications which the 
finished machine represented being similar, and I wondered whether 
the use of similar plana and drawings have been brought over into 
iba standardization field? 

Mr. Hamlin. We have within the last 8 or 9 months, now, insti- 
tuted a very active campaign of standardization throughout aU the 
Government departments with respect to everything that will lend 
itself to standardization, and not sacrificing something in military 
performance. That is being very actively pursued. 

We have gained ereat ground in the last 2 years on that subject. 
That applies to bom use of commercial items by the military and 
the mihtary items, themselves. 

Mr. Bolton. Iliank you, sir. 

The Chairman. If there are no further questions, Mr. Lanphier, 
you mary stand aside. 

Mr, LiANPHiBH. Thank you, sir. 

(The following statement was submitted by the Small Business 
Administration :) 

Small Business Administration, 

Office op the Adminibtratob, 
Washington S5, D. C, Juty 11, 1965. 
Hon. Brent Spbncb, 

Chairman, House Commitlee on Banking and Currency, 
House of Representativeg, Waahinglon S5, D. C. 

Dkab Mr. CaAiRMAN: In a statement before the House Committee on Banking 
and Currency on H. R. 7071, July 7, 1955, Mr. Robert C. Lanphier, Jr., Deputy 
'— '"tant Secretary of Defens '" ' ' ' ■ ■■ ^ ■ • ....... ._ _._._ 

B and figures contained ii 

Den Administration, pages 20-22. 

In order to avoid any possible misunderEtanding, we have attached our com- 
tnents on the atatement of Mr. Lanphier. We would appreciate your having 
our comments included as a part of the record of hearings before your committee. 
SiDcerely yours, 

Wendell B. Barnes, Administrator. 

We wish to comment on & statement of Mr. Robert C. Lanphier, Jr., Deputy 
Aasjatant Secretary of Defense (Supply and Logistics) before the House Com- 
mittee on Banking and Currency on H. R. 7071, Jiilv 7, 1955. He said in part: 

"Tlie action [8. 2391 would add a new subsection 76l of the Defense Production 
Act of 1950] is premised on the statement, that small business is getting a declining 
■hare of defense businera. This is based on data taken froni the January 31, 1955, 
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report of the Sm&U Buaiueas Administratioa. These figures are miEleading, in 
that the figure of 18.7 percent for the years 1951 through 1954 is based on net 
procurement and the figure 18.3 percent for the year 1954 ie on a new procurement 
baais. As a. result, the two figures are not comparable and do not support the 
Statement that the share going to small buainees Is declining. If comparable 
figures are used, the share going to small business during recent periods is higher 
than the long-term average. It is fair to say that statistics on awards to small 
business indicate a long-term upward trend that is encouraging." 

We would regret any misunderstanding that could possibly arise from what was 

g'esented in the Third Semiannual Report of the Small Business Administration, 
owever, we believe that a reasonable analysis of the available statistical data 
will justify the discussion of procurement contained in Chapter II, Economic 
Position of Small Business, pages 20 through 22. Before going into the statistics 
of procurement themselves, we would like to call attention to the last paragraph 
on page 22: 

"As explained below, fluctuations in the small business share of total new 
military procurement in fiscal 1955, as compared with 1954, may be due as much 
to a change in the kinds of commodities purchased as to any real change in the 
effectiveness of the Defense Department s small business programs. Unfortu- 
nately, available statistics simply do not permit a satisfactory evaluation of the 
effectiveness of theee programs." 

The reason why new procurement under military prime contracts for fiscal year 
1954 was used instead of the net value of military prime contracts awarded is 
because of the abnormal amount of cancellations or credit actions during fiscal 
year 1954. According to a report of the Office of Assistant Secretary of Defense 
(Supply and Logistics) , October 27, 1954, cancellations amounted to $5,140,504,000. 
This amount subtracted from the total of new procurement, which was 
$16,843,312,000, left a net total value of ,^1 1,702, 808, 000, Since the total amount 
of small business new procurement was $3, 076. 26-7, 000 and the small business net 
total value was only slightly lower. $2,901,647,000. the small business share of 
new procurement was 18.3 percent compared with 24.8 percent for the net total 
value of military procurement acticms. Therefore, the use of net total value 
figures for fiscal year 1954 would have indicated that the small business share had 
increased from 16,1 percent for fiscal year 1953 to 24.8 percent in fiscal year 1954, 
While thia is true for the figures which were compiled on a net value basis, it 
seems to us that it might indicate to some that there was a favorable change 
which occurred in small business procurement which cannot be supported by an 
analysis of new procurement actions. 

Our analysis of new procurement under military prime contracts during the 
first 3 quarters of fiscal year 1955, compared with tlie first 3 quarters of fiscal year 
1954, shows that the small business share declined from 19.0 to 17.4 percent. 
We do not have new procurement figures available prior to July 1963. Because of 
this, we believe that it was a more fair and accurate presentation to compare new 
procurement under military prime contracts awarded durint, fiscal year 1954 with 
the net value of militarv prime contracts awarded during the entire period includ- 
ing Korean hostilities (fiscal years 1951 through 1954) than to show only net value 
figures. 

Of course, the method of analysis might be varied to depend upon what is 
chosen to be presented. For example, the small business share of the net valiee 
of military prime contract" awarded during the first 3 quarters of fiscal year 1954 
was 29 percent. On the same bawis, the small business share declined to 21.2 per- 
cent during the first 3 quarters of fiscal year 1955. But as indicated above, on the 
basis of now procurement under military prime contracts awarded, the small 
business share declined only from 19.0 to 17.4 percent. We believe that the 
latter comjjarison is more fair to the Department of Defense. That is, we do not 
believe that there was a precipitous decline in the small business share during the 
first 3 quarters of fiscal year 1955 compared with the first 3 quarters of fUcal year 
1954, as might be indicated by the drop from 29.0 to 21.2 percent. 

Finally, the Small Business Administration would like to emphasize that it ia 
extremely difficult to statistically evaluate the small-business programs of the 
Department of Defense on the basis of available data or, for that matter, on the 
basis of any data which they might be able to compile. The frequent changes in 
the kinds of commodities purchased and in the size of the various procurement 
programs should cause interested persons to hesitate to draw hasty conclusions. 
The most accurate measure of what small business really gets would be the small- 
business share of Department of Defense expenditures with small-businees firms. 
But these figures would be difficult to compile and would not measure current 
procurement activity. 
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Id reality, ttie deotine in new procurement was even sharper than indicated by 
the uuUysis which waa made in the third semiannual report. Contract cancell^ 
■tioDB flhouM be attributable td the years in which the contracts were let which 
were later canceled — they should not be attributable to the years in which the 
caneelllMiODS were made. Ah it happens, contracts were let in heavy volume 
between fiscal yeara 1952 and 1953 and canceled in heavy volume in fiscal yew 
1«S4. 

s true that we are adjusting contracts let for contracts later canceled. Since 
t cancedlations affected contracts let to big business more than to small 
Danneaa, that would mean that after the adjustment for cancellations were made 
fivfiBCM years 1952 through 1953, the percentage that went to small business was 
wtoally larger than the percentages reported. Therefore, the decline in new 
proourrament between fiscal years 1951 through 1954, on the one hand, and fiscal 
yeU' 1954, on the other hand, would be even sharper than the decline as depicted 
in tiie third semiannual report. 

Actually, our analysis may not be conclusive but, to the extent that it has 
nudity, it is our judgment that available statistics show that there has been no 
rigj^ficaut chai^K in the small business share of military prime contracts awarded. 

The Chairman. I am sure we ail rejoice this morning to see our 
Golle^^e, Mr, Bolton, participating in the hearings. We hare missed 
him during the hearings. [Applanae.] 

We hope you may serve long with us. 

Mr, Bolton. Thank you, sir; and thank you, ladies and gentlemen. 
It is good to be back. 

The Chaihman, Call the next witness, Mr. Clerk. 

Mr. Hallahan. The next witness is Judge Baraes, Assistuit 
Attorney General, Department of Justice. 

BTATESSHT OF STANIET K. BARNES, ASSISTANT ATTORNEY 
QENERAI, DEFAKTHENT OF JITSTICE 

Mr. Basnim. Mr. Chairman, I received your request that I testify 
yeeterday when I wbs addressit^ a Third Judicial Confereace in 
Atlantic Citv, so I don't know exactly what you desire me to speak 
(m, but I will do my best, if you will tell me. I xmderstand it has to 
do with the Defense Production Act, both the bill to extend it for 
2 yean, and the proposed bill to extend it for 20 yeara; is that correct? 

The Chairman. That is correct. 

Mr. Barnes. I have heretofore testified before the Senate Com- 
mittee on Banking and Currency. I have a statement covering that 
twtiTPony, Do you desire me to read it? 

The Chairman. You may proceed just as you please, sir. You can 
insert that in the record if you want to, as your full statement. 

Mr. PaTMan. If you will cover the points that he mentioned in the 
bcemning. I beheve those are the ones we are interested in. 

The Chaibman. The exception of the antitrust laws. 

Mr. Barnes. Senate bill 2165 begins with a declaration of policy, 
that in view of the present international situation, in order to pro- 
vide for the national defense and national security our mobilization 
effort continues to require some diversion of certain materials and 
facilities from civilian use to military and related purposes. It also 
requires the expansion of productive facilities beyond the levels needed 
to meet the civilian demand in the development and execution of pre- 
paredness programs designed to reduce the time required to mobilize 
m the event of an attack on the United States. 

To promote that policy, Senate bill 2165 would amend the Defense 
Production Act exemptive provisions to permit in circumscribed cases 
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exteiuion of antitrust immunity beyoucl that act's proposed 2-year 
extension. 

Senate bill 2163 in contrast would merely extend present law. 

In essence, present law provides that any volimtarj' agreement or 
program requested or approved by the President and found by him 
to be in the public interest and contributing to the national defense, 
shall be exempt from antitrust for the Defense Production Act's 
diiration. This Presidenti^ authority may be delegated to "a single 
official of the Government" who is required, I beheve, to be desig- 
nated by the President and an official who has been appointed to his 
position with the advice and consent of the Senate, 

When exemptive power is delegated, it may be del^ated only to 
diis particidar class of officials, and, secondly, the law requires that 
any such official so designated by the President must consult with the 
Attorney General and with the Chairman of the Federal Trade Corn- 



Finally, such official must obtain approval of the Attorney General 
to any request thereunder before making the request. 

These provisions for exemption, Senate bill 2163 would extend, and 
Senate bill 2165 would alter. The Office of Defense MobiUzation in 
consultation with this Department has written the staff of the House 
and Senate Banking Committees su^esting a change in Senate bill 
2165. That is, the 20-year statute, so-called. 

I will frankly state that that su^estion was made by tiie Office of 
Defense Mobilization at the request of the Antitrust Division of the 
Department of Justice, because we felt that any procedures set up in 
the so-called 20-year statute should closely follow the safeguards that 
are contained in the present 2-year statute. 

Senate 2165, declaration of policy, as well as the necessity for amend- , 
vag its present antitrust exception to effectuate defense aims, rests on ; 
national security considerations beyond the competence of the De- ' 

fartment of Justice to evaluate or to comment upon. Accordingly, 
assume Congress finds necessary extending present law. 

In addition, I assume Congress concludes that to best effectuate ' 
defense policy certain conduct oe exempt from antitrust, even beyond 
the Defense Production Act's proposed 2-year extension. ' 

My comments, therefore, focus upon means for assuring and ad- ^ 
ministering whatever exemptions Congress deems necessary antitrust * 
considerations are brought to bear in a forceful and timely fashion. ' 

In evaluating the procedures. Senate bills 2165 and 2163 propose, 
I think it might be useful, first, to have a brief description of how '' 
consultation with and approval by the Attorney General now actually ' 
works. ' 

There are 56 of this type of exemptions in existence at the present J 
time. To date there have been 77 voluntary agreements submitted ': 
to the Attorney General for approval under the Defense Production ' 
Act, or the parallel procedures of the Small Business Act. Granting 'i 
such approvals, this Attorney General, like his predecessor apparently i 
without exception, determines only that any agreement or program « 
which ODM deems our defense requires, is formulated, and carried ti 
out in the manner least detrimental to competition, Thus, to our -i 
view, present law does not direct the Attornev General to go behind % 
ODM's finding of defense necessity. With this congressionaUy \ 
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intended role for the Attorney General in mind, all agreements sub- 
■itted to this Department have been approved. 

That does not mean that they have been approved in the manner 
in irtiich they originally are submitted to the Attorney General. 
Iluse approvals are the end result of a well-set, informed procedure. 
11)118 a tentative draft of the proposed voluntary agreement is gen- 
enfly infonoally submitted to the Federal Trade Commission, and to 
the Attorney General. Then follows a conference between members 
of the Antitrust Division staff and representatives of the agency pro- 
poong the voluntary agreement. This conference aims to insure the 
bntabve draSt meets, on the one hand, the needs of national defense; 
to the other, considerations of antitrust policy. 

F^tn these conferences a draft emerges which is formally submitted 
by the President's delegate to the Attorney General, and to the chair- 
nan of the Federal Trade Commission. As a result of this informal 
procedure formal submission and approval requires a miniTn uin of 
ndrafting and expansion. 

The Department of Justice is, of course, interested in holding to a 
minim 11 tn immunities outstanding under the act. By this I mean 
immumty should be promptly withdrawn if and when tne appropriate 
Govermnent agency determines any agreement is no longer necessary 
to effectuate defense objectives. Thus, early this year I wrote the 
AdminiBtrator of the Small Business Adjninistration and the director 
d the ODM suggesting that they survey the outstanding voluntary 
igreemeats to ascertain the necessity for their continued antitrust 
inunniiity. By letter of January 14, the Administrator of the Small 
Bnmness Admuiistration advised that this survey on his part was 
ilready begun in the Chicago region, and that all programs would 
|» similarly scrutinized in the near future. 

On January 31 of this year, 1955, the director of ODM agreed that 
I general review would be appropriate and valuable. He stated that 
he requested the sponsoring agency in each case to reevaluate the 
^ense need for each a^eemeut, and tlie necessity for antitrust 
Bununity. He advised that of the outstanding agreements over 30 
hvolved production and integration committees sponsored by the 
Depui,ment of Defense, whereas only 4 related to voluntary 
igreements of other agencies. He advised further that as reports 
ire received concerning the agrcementa he would advise the Attorney 
General. 

In the event the President's delegate imder section 708— at the 
present time the director of the ODM — determines that a program 

■ no longer needed to accomplish the objectives of the act he will 
write the individual participants withdrawing his request that they 
pirticipate in the program and advise him that antitrust immunity 

■ l^ewise withdrawn. 

The Attorney General, of course, does not detei-mine whether a 
puticular voluntary agreement is necessary to the act's objectives. 
In the event, however, that a paiticulai' plan or program is based on 
nuBiiiforniation submitted by the participants, or misused, to the 
knowledge of the Attorney General, the Attorney General may 
withdraw his approval. Withdrawal of such approval, of course, 
any immunity granted. 
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May I say so far as we can check the records, there have been two 
instances in which such immunity has been withdrawn and the 
participation canceled. 

To my view, this method of operation has insured timely considera- 
tion of antitrust goals. Since Senate 2163 would extend existing laws 
embodying these procedures, and Senate bill 2165 insures these 
procedures, are in like fashion required for any extension of antitrust 
immunity, this Department and the Antitrust Division offers no 
objection to passage of these bills. 

I do not think I need to call to this committee's attention the 
recommendation of the Attorney General's committee to study 
the antitrust laws, that there be such an extension of antitrust immu- 
nity under the Defense Production Act for a period of years, without 
specifying or recommending the length of time that that immunity 
^ould exist. 

The substance of the proposals which were recommended by the 
Attorney General's committee to study the antitrust laws are embodied 
in Senate bill 2165; that is under consideration, either by you or 
shortly will be. 

The Chairman. The Justice Department has instituted recently a 
good many cases for violation of the antitrust laws, haven't they? 

Mr. Barnes. Well, in the last calendar year that ended a few days 
ago the fiscal year — excuse me, we filed a total of 47 cases which is 
some 33^ percent ahead of the previous year, and ahead of either of 
the 3 previous years. Of course, I am not a person that believes that 
mere numbers is necessarily proof of doing a good job, but I think it 
is some iadication. 

The Chairman. You have no specific recommendations to make, 
then, as to how to extend the exemption under these voluntary agree- 
ments? 

Mr. Barnes. You mean as to number of years? 

The Chairman. Yes. 

Mr. Barnes. No, sir. I do not. I have had to take the position 
repeatedly in our antitrust work that we cannot be put in the position 
of purporting to make any exceptions to the antitrust laws upon 
grounds of national defense because that is frequently ui^ed, and we 
must take the position that it is not within our competence to come 
to a conclusion. That is up to the National Security Council or the 
President. If he tells us that tliere should be some antitrust im- 
munity, that is a matter that we think we should respect, but we 
don't think we should make that decision. 

The Chairman. The evils of the trust must be paramount now. 
Do you see any reason why that exemption should be extended beyond 
the date of the act? 

Mr. Barnes. I only know what I have heard, sir, and that is that 
a nebulous type of case — I don't know any exact examples — where it 
has been suggested that investments abroad made in the interest of 
defense primarily but likewise in the interest of the capital that goes 
abroad, would not be made unless there was the possibility of longer 
exemption than the 2 years or fraction of 2 years that now exists under 
2163 procedure, because of the fact that the investments are such size 
that they could not be amortized within the 2-year period. 

One of the things that, we have insisted upon throughout is not 
only that the President could initiate any such antitrust exemption, 
but that he should have the power to terminate it. 
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The Chairman, Do you think that would be of benefit in that 
particular case, where there is corresponding disadvantage? Isn't 
the camel apt to get his head under the tent if you give him 20 years' 
exemption? Don't you think it will result eventually in a violation 
of the purposes of tlie antitnist act? 

Mr. Barnes. I may say that the 20-year specification did not 
or^nate in the antitrust division, nor in the Department of Justice. 
The Chairman. Where did it orieinate? 

Mr. Barnes. Dr. Flemming, Office of Defense Mobilization, 
assumed the responsibility for that 20-year period in previous hear- 
ings. I assume that is where it came from. I have heard many 
periods discussed — 10 years, 15, 5, and somebody had to come to a 
conclusion as to what it should be. If we adopt the theory that the 
President did not only invoke or his desginated agent cannot only 
invoke the immunity but can likewise terminate it, the 20 years, of 
course, is outside Umit, and is not necessarily— as a matter of fact, I 
take it strictly speaking, 22 years would be the outside limit because 
it would be 20 yeai-s from the end of the 2-year period, section 2163 
exemption. 

The Chairman. Don't you think any great economic benefits have 
come from the enforcement of the Antitrust Act? 

Mr. Barnes. I certainly wouldn't be trying to do the job I am 
doing unless I didn't believe that very fervently. 

The Chairman, It has given an opportunity for a great service, 
and I hope it will continue. 

Mr, Patman. I would like to ask a question, Mr. Chairman. 

The Chairman. Yes, sir. 

Mr. Patman. Judge, you mentioned about 2 instances or 2 confer- 
ences, I forget which, in which it was discussed certain activities were 
contemplated overseas that woidd not be carried into effect, involving 
foreign materials, unless they were granted exemptions beyond 2 years 
from the antitrust laws. 

Did your discussions relate to petroleum in one instance? 

Mr. Barnes, I don't think that you accurately understood my 
statement, Mr. Patman. 

Mr. Patman , I didn't get it exactly. That is the reason I questioned 
you on it, 

Mr. Barnes. At a previous time I was asked a question in another 
hearing as to how many of the present agreements exempted under the 
present Defense Production Act affected or dealt with matters involved 
in foreign commerce. 

Mr. Patman. In foreign what? 

Mr, Barnes. Foreign commerce. 

I stated that there were two, to my knowledge, and one additional 
one, a third one, that might be deemed in that category. 

One of those three is what is known as the foreign petroleum supply 
committee. 

Mr. Patman. Did another one relate to iron ore? 

Mr. Barnes. Not to my knowledge; no, sir, 

Mr. Patman. What did the other two relate to? 

Mr, Barnes. One is a classified matter that I think can best be 
described as dissemination of information— media of communication. 
The other one was a so-caUed tanker matter, involving the trans- 
portation of petroleum products. 
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Mr. Patman. Neither one of them involved iron ore or related 
products? 

Mr. Barnes. Not to my knowledge, sir. 

Mr. Patman. The last sentence in your report, on page 109, says: 
The amendment should also contain a provision for termination upon adequate 
notice, if the President finds such an agreement is no longer in the natioDal 
interest. 

That refers to the immunity from the antitrust laws? 

Mr. Barnes. Yes. 

Mr. Patman. Is that still in the present act? 

Mr. Barnes. Yes. 

Mr. Patman. Which would he apphcable in the event we extended 
the termination date? 

Mr. Barnes. Yes. That we insisted on, that there be the same 
mechanics set up under the 20- as under the 2-year. We have 
terminations unaer the 2-year statute, and we believe that can be 
continued under the 20-year. 

Mr. Patman. You disturb me a little hit, Judge Barnes, about your 
responsibihty under these exemptions from the antitrust laws. I 
believe you stated you didn't assume any responsibility. Where it 
was requested you just did it. If the President or somehody for him 
said it and you felt obligated to do it, you did it, without passing on 
the language, for instance. 

Mr. Barnes. Nothing like that, sir. What I said was that at 
all times that we tried, if there was any matter that involved anti- 
trust exemptions, to make it as strongly antitrust as is possible to 
preserve every method of aid to the enforcement of antitrust laws, 
consistent with the defense matters involved, but that we were not 
competent to pass, or the Antitrust Division was not competent to 
pass, upon the determination that it was essential from a defense 
standpoint for there to be any inmiunity under the antitrust laws. 

Mr. Patman. In other words, you are not anxious for any inununity 
to be granted if it can be avoided, except in the extreme cases of 
nation^ defense and emergencies? 

Mr. Barnes. You are talking as a general proposition, sir? 

Mr. Patman. Yes. 

Mr. Barnes. That is exactly correct. 

Mr, Patman. That is all, sir. 

The Chairman. Any further questions? 

Mr. McDoNOUGH. Mr. Chairman, I am happy to see Judge Barnes 
here. I have no questions to ask him. I would like to inform the 
members of the committee that Judge Barnes was a superior coiu-t 
judge in Los Angeles County. I have known him for many years, 
and we are very proud of him in California. We believe that he has 
done a tremendously fine job here in Washington in the Department 
of Justice in the Antitrust Division, the kind of job that should have 
been done a number of years ago. And I think he is taking on the 
job in a masterful fashion and doing a great service to the Nation. 

Mr. Barnes. Thank you very much, Mr. McDonough. 

Mr. MuLTER. Mr. Chairman. 

The Chairman. Mr. Multer. 

Mr. Multer. While I don't know Judge Barnes, I watched his 
activities since he headed up the Antitrust Division of the Depart- 
ment of Justice, and I am frank to say that I didn't expect to find 
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the gentleman doing as good and a8 vigorous an antitrust job as I 
have observed he has been doing. I am very happy about it. 

Mr. Barnes. I can only say you know that we regard the antitrust 
enforcement as a bipartisan article of faith. 

Mr. MuLTER. I am glad to see you take tliat approach, Judge, and 
I know you will continue to be a very vigorous proponent of the anti- 
trust legislation that has been written by the Coi^ess. 

Judge, did you have anything to do with the setting up of the com- 
mittee by the Attorney General, that he had advising him on anti- 
trust policies? 

Mr. Barnes. Indeed, I did. 

Mr. MuLTER. Did you have anything to do with the statement of 
policy that came out of that committee? 

Mr. Barnes. Yes; I did. I was cochairman of that committee, 
and actively worked with it for a period of some 18 months. 

Mr. MuLTEH. Thank you, sir. 

The Chairman. If there are no further questions, Judge, you may 
Btand aside. We arc glad to have your views. 

Mr. Patman. Judge, I would like to ask a question about this 
committee. I can't understand why so many people were put on that 
that have what you might consider an axe to grind. I have confidence 
in you. Judge. I have confidence in your sincerity, and I have been 
very much impressed with what you have been doing. I have been 
impressed with your knowledge of the law, and your sincere desire to 
carry it out, and the public interest that you have manifested. 

I wonder about the people that made up that committee. Since 
it has come up I would just like to ask, for instance, there are a lot of 
people on there who had been as lawyers interested in litigation and 
were directly affected by this. Some of them were actually registered 
lobbyists. I don't understand why you put people like that on that 
committee. 

Mr. Barnes. I shall be very happy to answer that question. 

In the first place, this was a rather unique committee in that it had 
61 members. To get 61 members on a working committee and get 
(hem to work is a unique accomplishment. Of those 61 members 
there were but 4 from Government — the Secretary of Commerce, the 
chairman of the Small Business Administration—the Small Business 
Administration I should more properly designate him — the chairman 
of the Federal Trade Commission, and myself. The 57 others were 
lawyers, economists, professors of law, outstanding and articulate in 
their ability to express themselves in antitrust law. 

You must remember this, that any time you start picking lawyers, 
if you pick both sides of the question you are going to have 50 percent 
one way and 50 percent another, roughly speaking. 

Of those 57 lawyers and economists from private practice there were 
but — I want to be accurate in my figures — there were 22 members, 
and since we have made that previous statement we came across 2 
gentlemen who had been involved in antitrust litigation, representing 
the defendants, not in the lower courts but in Supreme Court appear- 
ances, so that there are out of this 57, 24 lawyers who had represented 
defendants in which the United States had sued, the Department of 
Justice had sued, in antitrust litigation. 

We have 24, then, out of this 57 who had represented defendants in 
actions instituted by the Government. Out of that 24, 8 of them had 
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not only represented defendants — representing private capital— but 
8 of them had represented the Government at one time or another in 
the prosecution of antitrust litigation, on behalf of the Government, 

Out of that number, 13 only had represented- — not 13 only- — but 
13 had represented private plaintiffs in enforcement of treble damage 
litigation, which, as we all know, is one of the arms by which the 
enforcement of antitrust law is theoretically brought to perfection, 
by the advantages that are offered to litigants, to plaintiffs in private 
treble damage actions in our courts, so that we find, if you analyze 
the situation' — and we have gone through every one of our files and 
we have personally requested every appearance by every member of 
the committee when this question came up — -we find that we have an 
unusually large percentage picked from any group of lawyers that are 
neutral, as far as a previous background is concerned. 

I feel very strongly about this, because while my contact with this 
type of committee has been somewhat limited, in my previous experi- 
ence, I was tremendously impressed witii the objectivity with which 
these keen intellects came to the problems, foi^etting their personal 
interests, and trying to come up with some answers that might clarify 
the antitrust laws in this country, 

I think they have done a tremendous job, and I am sorry to have 
to disagree with you. Brother Patman, on that question. I point 
out, however, and I think I can say this, and I don't think you will 
take offense, that I think you would be prepared not to hke the com- 
mittee's report before it started to work, 

Mr. Patman. I didn't like the way they were selected, Judge, and, 
by the way, before I ask you another question I hope you are opposing 
that effort to repeal the triple damage provision or weaken it or 
cripple it over in the Judicial Committee. 

Mr. Barnes. It does not repeal it, as you well know. 

Mr. Patman. I will say cripple it. 

Mr. Barnes. That is a question that we can ai^e. You are gettii^ 
into a subject I have had some experience on, and that is how the 
penalty, a severe penalty, may affect the enforcement of law. You 
know there are a lot of people that want to make, for example, the 

})erson who peddles narcotics punishable by death. You take a law 
ike that into a courtroom and you can't convict anybody. 

Mr. Patman. I will not argue with you on that. I think that is 
clear outside. 

Mr. Barnes. We don't want to cripple it. We want the best law 
possible. 

Mr. Patman. I hope you are not agreeing to let the court decide 
that the damages could be less than triple damages. 

Mr. Baknes. We favor discretionary treble damages, compulsory, 
where there has been a willful violation of the law. 

Mr. Patman, Don't you think to be entirely consistent. Judge, that 
you should advocate the judges have discretion to increase the 
damages above 3 percent where it was willful and where it was 
justified? 

Mr. Barnes. We did advocate, and, as you well know, I think 
aided in the passage of the increase of the penalty from five to fifty 
tliousand dollars. 

Mr. Patman. I am getting a little outside of the jurisdiction, Judge, 
I apologize to the chairman for taking that up, but on that com- 
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mittee, that is relevant, Mr. Chairman, and the reason I objected, 
md I saj this is relevant, but the reason I objected to it. Judge, I 
think the people in electing Representatives to the House and to 
the Senate should be respected in this: That investigations that are 
mads for the purpose of determining whether or not laws should be 
made or amended or repealed, should primarily be made by the 
elected representatives of the people, and I think it is going just a 
little bit outside — that is the way I construe it; I don't claim to be 
ft judge of these things — but it is going a little outside to go out and 
pwk out people who have a private interest on these things and let 
them be on the board or the commission that will have to do with 
making recommendations that will profit them in their own private 
law practices. 

Ik&. Bahnes. Let me say one thing before we leave this subject. 
I don't want to unnecessarily bore you, but I would like to make this 
statement, if I may, Mr. Chairman. 

I think even more basic is the fact that some criticism of the com- 
mittee's membership based on lawyer-members' connections with 
aDtitrust defendants, may disparage our prize, guaranty of a fair 
trial; by imputing to lawyers the possible erring ways of those they 
have defended, critics discourage counsel from advocating any cause 
in controversial cases. 

I personally believe that the lawyers who made up this committee 
left their personal associations and contacts and employment behind 
in the anonjTnity with which they clothed themselves in the work 
of this committee. 

I realize it would be asking too much of human nature to entirely 
disregard any past association, but I am sold on the work this com- 
mittee did. 

The Chairman. This is a collateral matter. We have got another 
witness this morning, and we want to finish. 

Mr. pATMAN. I don't think that the lawyer would be deterred. 
I believe in many respects lawyers are the most courageous individuals 
I have ever known. 

The Chairman. If tliere are no further questions of the judge, you 
may stand aside. We are very glad to have your views. 

Mr. Hallahan. Mr. Chairman, the other witness was Mr. Stewart, 
Director of tlie OfBce of Oil and Gas of the Department of the Interior, 
He was scheduled to appestr before the Armed Services Committee at 
10 o'clock. We hoped to get him here by 11:30. Unfortunately, he 
has not been able to get away from that committee. He is not here 
at this time. 

Mr. Patman. Let us get him tomorrow. Tomorrow is Friday. 

The Chairman. I presume we will have to meet tomorrow. Who 
do we have tomorrow? 

Mr. Hallahan. He will be the only witness. 

The Chairman. We will adjourn to meet tomorrow at 10 o'clock. 

(Whereupon, at 11;50 a. m., the committee adjourned.) 
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House of Rbphesentatives, 
Committee on Banking and Currency, 

Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence, chainnan, 
presiding. 

Present: Chairman Spence and Messrs, Brown, Patman, Multer, 
O'Hara, Mrs. Griffiths, Wolcott, Talle, McVey, and Hiestand. 

The Chairman. The committee will be in order. 

Mr. Clerk, will you call the first witness. 

Mr. Hallahan. The first witness is Mr, Carroll D. Fentress, 
Assistant Director of the Office of Oil and Gas of the Department of 
the Interior. 

The Chairman. You may proceed just as you please. 

Mr. Fbntbess. Thank you, Mr, Chairman. 

The Chairman. If you have any material you wish to insert into 
the record you mav do so, and any other relevant matter. 

Mr. Fentress. Thank you, Mr. Chairman. 

STATEHEHT OF CARROLL D. FENTRESS, ASSISTANT DIRECTOR 
OF THE OFHCE OF OIL AND GAS OF THE DEPARTUENT OF 
THE INTERIOR 

Mr. Fentress. Mr. H. A. Stewart, Director of the Office of Oil 
and Gas, was to testify this morning but he had to continue his 
appearance before the House Armed Services Committee. I have 
been requested to read his statement, sb-, 

I am CarroU D. Fentress, Assistant Director of the Office of Oil and 
Gas, Department of Interior. 

Mr. Patman. Mr. Chairman, I assume that when the Armed 
Services Committee releases Mr. Stewart, he will be available for 
interrogation by the members of this committee? Otherwise, I see no 
point in reading his statement unless we can question him. 

The Chaieman. We would like to have the opportunity to inter- 
n^ste Mr. Stewart. 

Mr. Fentress. Mr, Chairman, I wUl be glad to answer such 
questions as I can on behalf of Mr. Stewart, and, if you wish, I am 
sure he will be pleased to come over as soon as he finishes at the other 
committee hearing. 

I am here this morning to discuss briefly with your committee two of 
the provisions of the Defense Production Act, as amended, which the 
Senate Banking and Currency Committee suggested be modified. 

The proposed modifications affect the administration of the Depart- 
ment, particularly in the field of petroleum and gas responsibilities 
tinder the act. 

The first section has to do with voluntary agreements. 

131 
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VOLUNTARY AGREEMENT 

Section 708 authorizes voluntary a^eements and programs to fur- 
ther the objectives of the act; it grants immunity under the antitrust 
laws or the Federal Trade Commission Act of the United States to any 
act or omission to act pursuant to such a voluntary agreement subject 
to appropriate controls by Government and provides further that the 
authority granted to the President under this section can be delegated 
only to certain officials and that actions taken shall only be taken after 
consultation with the Attorney General and Chairman of the Federal 
Trade Commission and after approval by the Attorney General. The 
section provides certain other safeguards and limits the exemption 
only to those acts covered by the approval. 

There is in existence today under provisions of this section a volun- 
tary agreement relating to foreign petroleum supply. This volun- 
tary agreement was first set up on June 25, 1951, shortly after the oil 
supply of the free world was endangered by the loss of Iranian pro- 
duction in the spring of 1951 , to enable the United States Government 
to safeguard our national interest and to assure continuation of essen- 
tial petroleum supplies to the friendly foreign nations. The loss of 
some 750,000 barrels per day of petroleum was a severe blow to the 
entire mobilization pro-am of the United States and the friendly 
foreign nations. The Departments of State and Defense and the 
Petroleum Administration for Defense headed by the Secretary of the 
Interior undertook to provide the necessary remedies. Interde- 
partmental discussions resulted in a decision to establish a voluntary 
agreement under section 708 of the Defense Production Act of 1950. 
American oil companies with significant foreign petroleum operations 
were invited to participate in formation of the voluntary agreement. 

The final form of the agreement was accomplished by the work of 
representatives of the Office of Defense Mobilization, the Attorney 
General, Chairman of the Federal Trade Commission, Defense Pro- 
duction Administration, and the Petroleum Administration for De- 
fense. After final approval, it was issued on June 25, 1951, and 
approved on the same day by the oil companies who had been invited 
to participate. 

Nineteen American oil companies having foreign petroleum opera- 
tions received and accepted invitations to participate. These com- 
panies included the entire American oil industry having significant 
operations outside the North American Continent. Executives of 
these companies were appointed by the Secretary of the Interior to a 
foreign petroleum supply committee. 

Extensive studies by this committee under the direct supervision of 
a Government official resulted in the decision to establish a secondary 
^reement known as plan of action No. 1. This plan of action re- 
quired the same actions and approval by Government as had been 
required for the voluntary agreement itself. 

They have been listed previously in connection with the voluntary 
agreements. 

Under plan of action No. 1 , the foreign petroleum supply committee 
prepared 13 schedules covering 85 petroleum transactions. These 
schedules, prepared by the Foreign Petroleum Supply Committee 
under Government direction, were reviewed by the Administrator — 
Secretary of the Interior or the Deputy Administrator of the Petro- 
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leum Administration for Defecse^ — revised, if necessary, then approved 
And issued by the Secretary of the Interior or the Deputy Adminis- 
tttttor. 

These transactions involved the exchanges of crude and petroleum 
[noducts between companies and joint use of refining capacity by 
companies. These transactions together with increases in crude oU 
production and refining capacity in other areas enabled the peti'oleum 
mdustry to so adjust its operations that at the end of the year the in- 
dustry was able to maintain a reasonable supply situation without this 
form of Government assistance. As a consequence, the need for 
|dan of action No. 1 was ended, and the Secretary of the Interior termi- 
nsted the plan on July 8, 1952. Since that time no plans of action 
have been required and none is now in existence. However, the volun- 
tuy agreement now in effect makes it possible to provide a new plan 
of action if some emergency should arise which would again threaten 
the free world's supply of petroleum. If such an emergency arises 
and the Secretary of the Interior determines that a new plan of action 
is required, it can then be set up but will likewise have to go through 
the same procedural steps and approvals as were required for plan of 
action No. 1. 

This is an important provision because it provides a mechanism 
whereby the Government can take prompt action, if required, to 
maintain the free world's supply of essential petroleum. 

There is another provision of the voluntary agreement which has 
continuing importance to this Government, particularly to the De- 
partment of the Interior and the Department of Defense. This 
provides for furnishing promptly upon request of Government accurate 
and complete information on foreign petroleum operations, foreign 

Eetroleum supply, and estimates of requirements of petroleum in 
iendly foreiro nations. This is the only mechanism yet devised 
whereby this Government can get such complete, accurate, and up-to- 
date information. So long as world conditions continue unsettled it 
is highly essential that this Government have available this source of 
information. 

EMPLOYMENT OF PERSONNEL WITHOUT COMPENSATION 

Section 710 (b) authorizes the President to employ persons of 
outstanding experience and ability without compensation. The 
President has delegated to the heads of departments authority to 
employ such persons under certain restrictions, the most essential of 
which are that the appointment is necessary to carry out the provisions 
of the Defense Production Act; that the duties of the position require 
outstanding experience and ability; that the appointee has the out- 
standing ability and experience to perform the duties required, and 
that the head of the agency has been unable to obtain a qualified 
person to fill the position on a full-time, salaried basis. 

It is very important to the Secretary of the Interior that section 
710 {b) of the Defense Production Act, as amended, which authorizes 
the President to employ, without compensation, persons of outstanding 
ability and experience be continued. 

This provision has permitted, and will continue to permit, the 
Secretary of the Interior to obtain the services of persons of wide 
experience and recognized judgment and ability in the oil, solid fuels, 
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minerals, and other enei^y-producing industries who will bring to the 
Department their advanced knowledge and up-to-date technology and 
industry information. EmpIo3Tnent of persons without compensation 
under this provision makes available to the Government the services 
of people who otherwise would not be able to leave their industry 
positions, even on a temporary basis, to accept less remunerative 
positions in the governmental service. 

This procedure has permitted, and will continue to permit, the 
training of an executive and technical reserve by rotating personnel 
from industry in the available positions, thus providing a nucleus of 
trained personnel to staff and carry on a full wartime or emergency 
organization when needed. 

Experience over the years has shown clearly that there are very 
definite differences in the methods of working in industry and working 
in and for Government, and a period of training is necessary before 
the industry person becomes effective in a Government organization. 

The objective of this provision is to obtain for the Government the 
services of high-caliber persons who in their own industry are execu- 
tives or technical experts accustomed to discharging the duties of such 
positions. In order to attract these persons to Government and to 
get from them the value which the Government should expect, they 
must in Government occupy positions equivalent to those in their 
own industry. Therefore, a provision that restricts unduly the use of 
these persons by barring them from appointment to executive or 
technical-expert positions would nullify the advantage to the Govern- 
ment of this section. In my opinion, the provisions contained in the 
President's Executive order provide adequate protection against any 
abuses or difficulties that might be anticipated. 

Mr. Chairman, that is the end of the prepared statement. 

I have with me Mr. Franz von Schilling 

The Chairman. How many members are there on the Foreign 
Petroleum Supply Administration? 

Mr. Fentress. At the present time, sir, there are 13. 

Would you like to know the companies represented? 

The Chairman. I would like to have you put the companies and 
the names of the members of the committee in the record. 

(The information is as follows:) 
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Foreign Petroleuh Supply Committee 

Memberahip as of July 11, 1966 



Member ol the Committee 


RepresentaUve 


Altemato 


AnUui American Oil Co.. 90(1 Parte Ave., Mew 


J. T. Dac8__ 


Dale Nil. 








CdiM oil Products Co., 380 Madison Ave., 


W.F.Branuledt.. 


A.J.Sbigleton. 


NinrYOTkl,N. Y. 






York 1, N. Y. 
Oolf OU Corp.. QaU Bl^.. Post office bo< U86, 
FUtstMirgti, Pa. 


L. O. Smith 


Herman A. Metiger. 


R.O. RhoadM.... 








F»inc Western OU Corp.. ill Soutb Hill St., 


EmllKluth 




fllndaiFWCorp., (WO itb Ave., New Yort 20, 
Soccii/ Mobil Oil Co.. Inc., 26 Broadway, New 




Bids,, Wihnlneton, Del. 


E. L.StdnlKer.... 


A. E. Watla. 


A. L. Nlckerson.. 








SUDda^ CMl Company at California, 225 Busb 


T. L. Lemeo 


G. T. Bairou, suite 4607. 30 Rocke- 


«^«S!rST«™«.»H«„«„ 




feller PlflM, New York, N. Y. 


E. E. Soubry 




Plara, New Yort, N. Y. 






etmdard-Vaomim Oil Co.. 26 Broadway, New 


C. B. Marshall-.-. 


John A. McQullkln. 


Yort. N. Y. 






The Superior Oil Co., flOi Weat 5tb St.. Los 


Howard B. Keok- 


Elmer Patman, S12 Perry Brooks 


TMi"o-:.',„.E-.M„„»„Vrt. 


A. N. Lllley 


Bldg., Au3tm, TBI. 
H.T. Dodge. 


Howard B. Kect- 


Elmer Patman, 812 Perry Brooks 


Los Angeles, CalU. 




Bldg., Austm, Tel. 



The Chairman. Are all of those members executives in the petro- 
leum corporations? 

Mr. Fentress. Yes, sir. 

The Chairman. All of them? 

Mr. Fentress. All the members of the committee. The com- 
mittee, however, operates under the supervision of tne Government 
and all meetings are supervised by the Government, 

The Chairman. Is there anybody on that committee who repre- 
sents the Governmeat, with no connection with petroleum corpora- 
tions? 

Mr. Fentress. Yes, sir. We have had in attendance at all 
meetings of the Foreign Petroleum Supply Committee two persons, 
one of whom has no connection with petroleum companies. 

The Chairman. When you employ people without compensation 
do they contemplate that their compensation and salaries will still 
continue with the corporations they represent? 

Mr. Fentress. Yes, sir. 

The Chairman. You think a man can come here and be dependent 
on a corporation for bis daily bread if he hasn't saved enough to be 
independent, and be perfectly impartial in the discharge of his duties? 

Mr. Fentress. Mr. Chairman, the answer to that is "Yes," and I 
would like to elaborate on it slightly. 

The Chairman. You will have to elaborate a good deal to convince 
me. 

Mr. Fentress. First, I would like to state that from my own 
personal experience, and I am a full-time Government employee, 
on Government salaiy. 

Mr. Patman. I didn't understand that. 

Mr. Fentress. I say I am a Government employee and I do not 
receive a salary from any other source. I am a full-time Goverament 
employee. 
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Based on my experience, beginning in 1944, when I was assigned by 
the Army to the Petroleum Administration for War, and continuing 
to the present time, my own experience has been that I have never 
seen a violation in our own agency of the trust that we have placed in 
an individual, nor any action which was directed to furthering the inter- 
ests of the company from which the person came. If anything, my 
own observation has been that the men have leaned over backward 
and have taken actions which were nonbeneficial to their companies, 

I would like to read to you a par^japh 

The Chairman. Are these men placed in policy committees that 
formulate the policies with reference to their industries? 

Mr. Fentress. The experience has been, sir, that people without 
compensation have served in Government all the way from the Deputy 
Administrator of the Petroleum Administration for Defense. 

The Chairman. Do you know of anybody who has asked his corpo- 
ration to not pay him, that he had come to serve his Government for a 
dollar a year? Do you know of anybody who has done that? 

Mr. Fentress. I think there may have been. 

The Chairman. I would like to have the names of those. 

Mr. Fentress. I would like to read to you a portion of a typical 
memorandum given to an individual whenever he reports in our 
own agency, and he is a without-compensation employee. May I read 
it, sir. 

The Chairman. You may read it. 

Mr. Fentress (reading): 

During the period of your employment in the Oil and Gaa Division, Department 
of the Interior, you are to avoid direct dealing with your private employers, and 
any parent, subsidiary or affiliated company of your private employer, and you 
shall not direct or advise others in respect of any specific matter or relationship, 
directly involving the Oil and Gas Division and your private employer, or any 
parent subsidiary or affiliate thereof. Should any such specific matter or rela- 
tionship arise in the course of your duties you are to refer it to me for appropriate 
disposition. 

The Chairman. Have you ever heard of any of them say when the 
policy matter affected their corporations that they desired to dis- 
qualify themselves, like a judge on the bench would? 

Mr. Fenteess. Yes, I have on numerous occasions. 

The Chairman. At this point I would like for the clerk to read a 
letter received from the Comptroller General. 

It should go into the record at this point. 

Mr. Hallahan. This letter is dated July 6th to the chairman of 
the committee. 



Mr, Patman. Is that the letter from the Comptroller General of the 

United States? 

Mr. Hallahan, Yes, sir. 

The Chairman. The Comptroller General of the United States, Mr. 
Campbell. 

Mr. Hallahan {continues reading): 

Conducted by the Office of Investigations. General Accounting Office, relating 
to certain contracts of the Defense Materials Procurement Agency for the expan- 
sion of production of zinc under the Defense Production Act of 1950. 

These reports show that after the emergency need, if any, for these programs 
had ceased, zinc-production contracts were made and Government funds were 
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made available to these companies, all marginal producers, notwithstanding 
serious objectiona by certain offleials ns to the legality and propriety of such action. 
There appear to be established certain "conflicts of interest" in connection with 
these contracts on thepart of the then (1951-53) Deputy Administrator of DMPA 
serving without compensation and who at the same time was the head of the 
American Zinc, Lead 4 Smeiting Co., which was beneficially interested in the 
program of the three companies. Laxities in the administration and control of 
these contracts were likewise found. Id none of the cases has there been any 
substantial production. Thus, most of the total amounts furnished by the Gov- 
ernment will be required to be accounted as lost, and various claims are pending 
ID General Services Administration calling for further payment. 

Tliese reports may have bearing upon legislation now pending before the House 
and may be of special interest to the Congress in connection with the amendment 
and extension of the Defense Production Act of 1950. 

Copies of these reports have been sent to the Office of Defense Mobilization and 
the General Services Administration (as successor to Defense Materials Procure- 
ment Agency), the Department of Justice, the Joint Committee on Defense Pro- 
duction, and other committees considering related legislation. 
Sincerely yours, 

Joseph Campbell, 
ComptroUer General of the United Slates. 

The Chairm.4n. What have you to say about that letter? 

Mr. Fentress. Mr. Chairman, first, it is not in the field of oil 
and gas. I have no personal knowledge on the matter and, therefore, 
I feel that I am not qualified to comment on the letter, as such. 

I would like to reiterate my previous position, however, that my 
own observation over a period of 11 years, now, with the exception 
of 1946 to 1050 when there were no industry personnel in our agency, 
leads me to my personal belief that that would be the exception 
rather than the rule. My observations, as I stated earlier, in the 
Petroleum Administration for War, the Petroleum Administration for 
Defense, and the Oil and Gas Division, and now the Office of Oil 
and Gas, indicate that the men lean over backward, and, if anything, 
take actions which would be contrary to the best interests of their 
individual companies. They were completely patriotic in their actions, 
just as you or I would be. 

The Chairman. I don't know why those men would be exceptions, 
who would be free from any influence. The judge on the bench, if 
he has an interest in a controversy, will usually disqualify himself, 
and if you ask a jury if they have any interest in a controversy, you 
peremptorily discharge them. 

It seems to me natural that a man wouldn't suppress his private 
interests and make decisions against his company as they ought to* 
be made. I can't understand that. The Prince of Peace was very 
generous to the frailties of mankind and He said, "Where a man's 
treasure is there will his heart be also," and I don't think you can 
divest him from that. 

I have dealt with a good deal of corporations and I think some 
men do things for their corporations they wouldn't do for themselves 
in their private capacity. 

Mr. Fentress. Mr. Chairman, Mr. John Liebert, who is ass-stant 
to Assistant Secretary Felix Wormser of the Department of Interior, 
is here this morning, and he just came up to say that he would like 
to answer the letter which you just read, if he may, sir. 

"The Chairman. We would be gla<l to have hun. 

Mr. Patman. Just a minute. I don't want to forego the oppor- 
tunity of asking this gentleman some questions. 

Mr. Fentress. I am not leaving, sir. 
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STATEUENT OF JOHN LIEBERT, SPECIAL ASSISTANT TO THE 
ASSISTANT SECBETABT OF THE INTERIOR FOR UINERAIS 
AND FITEIS 

Mr. LiEBERT, My name is John Liebert, special assistant to the 
Assistant Secretary of Interior for Minerals and Fuels. 

I took the liberty to ask Mr. Fentress to interrupt the questioning 
of himself upon the reading of a lett-er which ia alt news to me, and 
the reason why I took the liberty is because I was executive assistant 
to the Deputy Administrator oi the Defense Materials Procurement 
Administration. I personally know the man involved in this letter, 
the president of the American Zinc, Lead & Smelting Co., and from 
the very close working relationship which I had with him I can assure 
this committee that I know of no man whom I esteem more highly 
for his honesty, his honor, and his integrity. I will undoubtedly have 
an opportunity and will look into this investigation by the fcomp- 
troller General's Office. 

The Chairman. You are a character witness. We want to know 
something about the facts of the case. 

Mr. Liebert. It was my understanding, sir, you were talking about 
the character of people involved. I don't even know the names of 
the three companies, but I do know that on many, many occasions 
we had discussions about contracts where the flow of the materials 
being stimulated would go to smelters under the control of the man 
in chai^ of the operation. 

Mr. Fatuan. I wish this gentleman would give his name. He is 
testifyii^ for a person and he hasn't given his name. 

Mr. Liebert. My name ia John G. Liebert. 

Mr. Patman. I am not talking about your name. I am talking 
about the name of the other person. 

Mr, Liebert, Howard I. Young. 

The Deputy Administrator for Defense Materials Procurement 
Ad minis tration. 

The Chairman. The question before us, though, is not his character. 
His character may be used in defense, but the question is the facts 
that are stated by the Comptroller GenerEtl, whether those facts are 
true. It doesn't make any difference about his character if the facts 
are true. You can plead his character in extenuation if you want to, 
*but we Want to know whether those facts are true. 

Mr, Liebert. I have had no opportunity to examine the facte on 
which the conclusions of the Comptroller General were based, but I 
know of no situation that I can recall where circumstances would give 
rise to such a report. 

The Chairman. You have no knowledge about these particular 
jnstEinces, though? 

Mr, Liebert. I don't even know what three contracts were alluded 
to, but undoiibtedly there will be an opportunity to find out. 

You asked Mr. Fentress what is the attitude of these people who 
come down here to give their services in a time of emergency to the 
Government, and how can they operate effectively to the benefit of 
the Government in opposition to what might be considered to be the 
best interests of their individual companies. It does pose a question, 
and only men of high integrity can be trusted to conduct an operation 
of that sort. 



.bv Google 



EXTENSION OP DEFENSE PRODUCTION ACT OF 1950 139 

, The Chairman, It isn't enough to say a man is of high integrity. 
TVe want to Imow what has been done, what advantages have they 
received. That is the only issue here, whether these men have been 
party to what the Comptroller General says in his letter. It is all 
r^ht to be a character witness, but that wouldn't he a defense of 
any charge that was made. 

Mr. LiEBERT. I am not attempting to defend, sir, any question 
of fact, I just want to point out to the committee that there may be 
a lot more to this investigation than would appear on the surface. I 
think it should be investigated. I think you should look at it. I 
think the facts will be found out. If I know anything about the 
■operation on the other side they will be. 

Thank you very much, Mr. Chairman. 

Mr. Patman. I want to ask a question. 

The Chairman. Mr. Patman. 

Mr, Patman. I notice you are backing Mr. Young rather strongly. 
Does your Department back him m the same forceful manner that 
you do? 

Mr. LiBBERT. In what way, sir? 

Mr. Patman. In the way of testifying that he is all i%ht and 
there can't be anything wrong. 

Mr. LiEBERT. I think I said that I personally — Mr. Young never 
worked for the Department of the Interior. I did work for Mr. 
Young when he was Deputy Administrator to the Defense Materials 
Procurement Administration. 

Mr. Patman. You worked for Mr. Young, yourself? 

Mr. LiEBERT. I was his executive assistant. 

Mr. Patman. You are just testifyiDg_ as to his general reputation 
and character? 

Mr. LiBBERT. Just to clear up the record on this. 

Mr. Patman. You are not testifying to this particular case? 

Mr. LiEBERT. No, sir. 

Mr. Patman. The so-called watchdog committee, which I happen 
to be a member of, too, has been conducting bearings on the matter, 
and the transcripts are available now. It might be of interest to you. 

Mr. LiEBERT. I would be delighted to read them, Mr. Patman, 
because I just wanted to throw in a word for the kind of people that 
you know about. 

Mr. Patman. Have you ever had these WOC's working under you 
or you working under them? 

Mr, LiEBERT. I was working in this connection; my only boss was 
Mr. Young. 

Mr. Patman. He was without compensation? 

Mr. LiEBERT. Yes. 

Mr. Patman. Have you ever had one working under you? 

Mr. LiEBERT. I was more of an executive assistant, and not in the 
line of authority, shall we say, giving orders. They weren't under 
me. 

Mr. Patman. I want to ask this other gentleman some questions, 
if you please. 

In your contacts with the people who served the Government, 
without compensation, has your experience been under them or over 
them, or both? 
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Mr. Fentress. Sir, my experience has been under the Deputy i 
Administrator, and a parallel position to the remaining chief execu- 
tives in the agency. 

Mr. Patman. In your experience, have you ever worked over one 
without compensation? In other words, have you ever been their 
boss? 

Mr, Fentress, I think the answer to that is yes. I am not a 
hundred percent sure, though. I would have to check. 

Mr. Patman. That is all right. If you have made a mistake you 
can correct it. 

Your testimony, then, is primarily for your superiorSj that they 
have always been all ri^ht? 

Mr. Fentress. No, sir. My testimony includes my observation of 
my coworkers which include a large number of individuals in a 
parallel position, and with whom I was in daily contact. 

Mr. Patman. Have you 

Mr. Fentress. I would like to add one point on that. During the 
Petroleum Administration for Defense, one of my duties was Execu- 
tive Secretary of the agency. That involved, among other things, 
the operation of the internal committee structure of the ^ency. The 
committees were composed of the chief executives of the agency, and 
they were the committees that primarily determined the policies of 
the agency. 

Mr. Patman. Let me ask you specifically 

Mr. Fentress. I set up the requirements and participated in those 
discussions on an equal basis with the other members of the com- 
mittee. 

Mr. Patman. I infer from, your testimony, which is Mr. Stewart's 
testimony, that you think this is important for tanker pool, in par- 
ticular; is that right? 

Mr. Fentress. No, sir. We believe that the continuation of this 
provision is important for several reasons, 

Mr. Patman. The answer is "No"; it is not in reference to a tanker 
pool? 

Mr. Fentress. No, sir. The tanker pool is under the National 
Shipping Authority, Maritime Administration, of the Department of 
Commerce. 

Mr. Patman. It is not connected with your department? 

Mr. Fentress. No, sir. 

Mr. Patman. Is your main interest, then, to permit them o tco- 
operate in the foreign countries? 

Mr. Fentress. We are getting back to the provisions of the volun- 
tary agreement. I would like to make one comment, on without-com- 
pensation employees, first, if I may, sir. 

Mr, Patman. All right. Go ahead. 

Mr. Fentress. In September of 1950 the Secretary of the Interior 
was assigned the responsibility given by the Congress to the President 
for the Korean effort mobihzation with respect to petroleum and gas. 
One of the early actions in discharging that responsibility was to 
establish an agency capable of handling such responsibilities. 

The without-compensation authority, I can assure you, was in- 
valuable in enabling the Department and the Government to effec- 
tively discharge petroleum and gas responsibilities during the entire 
Korean effort and since. 
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The Congress has given the executive branch a tool to obtain the 
employment of outstanding people. That carries with it, I agree, a 
great responsibility on those having that authority to make certain 
that the persons hired as without-compensation employees are of the 
h^hest character and ability. 

Also I would like to state that we are not deluged by applicants to 
serve without compensation. It is entirely the revei'se. It is difficult 
to obtain the services of these individuals. To put it in the vernacular, 
you almost have to blackjack many of the executives to get them to 
come down for Government service. 

It is not an easy assignment, and we are not pestered by people 
trying to get in Government to feather their nests. It is exactly tlie 
opposite. We select an individual on the basis of his experience, 
ability, and his character. Then we try to press the individual into 
service, nob the reverse. 

Thank you. 

Mr. Patman. Since you have made your statement about the value 
of WOC's and your commendation of them, I will state what my 
attitude is. It is all right to have the system. Private enterprise 
is the best system on earth, and the capitalistic system is in aid of it. 
I am all for it. I think the trend is too much for letting people come 
into the Government who have dull axes to grind, and use the Gov- 
ernment as a vehicle to help business. That would be all right, too, 
maybe, if all businesses were helped, but helping the little-business 
man can't be done. He can't come into the Government. He 
doesn't have anybody to step into his shoes and do his work while he is 
away. He has to stay home and work. I am not criticizing you for it, 
but obviously you can get only the big-business men. No others are 
available. People who represent big concerns, the concerns that carry 
the salaries and expenses, will have somebody else put in their place 
while they are away. 

If the Government is used as a veliicle for business it ought to be set 
up in a way to be used as a vehicle for all business, little business, big 
and middle-sized business. Personally, in peacetime, I am not going 
to vote for another without-compensation employee. I am not going 
to do it. It looks ridiculous to me. In wartime we do things we 
don't normally do. We are in peacetime now. 

The Chairman. Would you yield? 

Mr. Patman. Yes. 

The Chairman. You seem to make an issue that is not here. The 
standing of these men and their character and their reputation in 
the communities in which they live, of course they stand well there. 
They are men of wealth and standing. That isn't the issue. The 
issue here is what they have done — the facts — and that is all we want 
to try. That is what that letter contains. If the people that were 
connected with those transactions have done what they say, or what 
the Comptroller General has said they have done, they shoidd be 
criticized, and they should be removed from office. We are not 
making any issue here about the reputation of those men, their 
standing in the community. We all admit they stand well in the 
community. They stand where wealth will always put people, but 
the question is whether they have come here and used tlieir power to 
advance the interests of the enterprise in which they are interested, 
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I tlunk it would be natural for most men to do that. I think it 
would be natural for most men that are connected with corporations 
particularly to do that. I have seen them break their contracts with 
municipalities. I don't think they would break their personal con- 
tracts, out I have seen them do things for corporations they wouldn't 
do for themselves. That is a dangerous thing, it seems to me, to 
put a man in a position where he can control the policies of the 
Government when those policies directly afiFect his private industries 
and his future business. 

Mr. Patman. I share the chairman's views on that. I personally 
am going to do everything I can to stop it, particularly during peace- 
time. 

The Chairman. I don't mean to say that there are not many men 
who won't deviate at all, but if there is a small percentage that would, 
if there is a small percentage that would look out for their own interests 
as against the Government's interests, none of them ought to be 
employed. 

Mr. Patman. I know no one can testify as to the character of a 
person. I don't suppose they can. They can testify as to their 
reputations, but I think the chairman is exactly right. The reputa- 
tion of these people, of each man, is good. The big concerns pick out 
the finest and best people in the coimtry, and I don't blame them for it. 
It is in their interest to do it. It is in the interest of people of that 
type to work for them. 

The Chaikman. You can't serve two masters. 

Mr. Patman. The other day we had Secretary Weeks here. I 
was interrogating him about these different committees he has. He 
has a business advisory group. I refer to it as a "Blue Ribbon 
Group," but I was later corrected by someone who had better knowl- 
edge of it than I had. It is not the Blue Ribbon Group. It is the 
"Kue Chip Group," and they meet from time to time to advise with 
the Secretary of Commerce, and he has, working in the Department of 
Commerce, 25 industry divisions, and 15 of them are headed by men 
working without compensation. The heads of these divisions, 15 of 
them are without compensation, and 10 are with compensation. 

It occurs to me that in peacetime, surely, you can find somebody, 
somewhere, with the knowledge and information and the sincere desire 
to render Government service at the salaries that are available to be 
paid Jor this type of work, without going out and getting people and 
placing them in a position where their interests conflict. 1 agree with 
what Mr. Spence, the chairman, has said, that people will do things for 
corporations and others that they will not do for themselves. I have 
known people in my life who would not be dishonest themselves. 
They wouldn't take anything that didn't belong to them. They were 
trustworthy. They were honest. They had all the good qualities 
that you would want a person to have, the good virtues, but they 
would do things for the corporation that they worked for, obviously 
on the theory that they are not doing it for themselves, and they satis- 
fied their consciences with that understanding, that they were not 
doing it for themselves. It was perhaps not out of selfishness, but 
out of loyalty that they would do these things for the corporation 
thCT worked for. 

I think that people who spend a lifetime, and are obligated, and have 
ties of loyalty, to the concern that they have spent their lifetime with, 



.bv Google 



EXTENSION OF DEFENSE PRODUCTION ACT OF 1950 143 

would unconsciously, unwittingly, find themselves yielding to the 
viewpoint that would be favorable to that concern, because they just 
see it that way, honestly. 

I don't think they need be crooked or corrupt about it. I think 
they are just schooled in a particular line of thoiTght to the extent 
that they would unconsciously go a particular way, even if it is against 
the public interest; and for that reason I am against these "without 
compensation" people serving in the Govenunent during peacetime. 
The basic law, the Code of the United States, is very plam against it. 
It is just an accident that you have an exception in this law, and can 
do it. 

I hope it is stopped, and I hope it is stopped just as quickly as 



Mr. Fentress. Mr. Chairman, I would like to agree with the state- 
ment that you made a little earlier, and then pass on an observation. 

You stated that you had observed people in corporations taking 
actions which you did not believe they would do as individuals. I 
think I have observed that in my private capacity also, air. On the 
other hand, it has been a revelation to me to observe individuals com- 
ing out of corporations who seem to react more in that individual ca- 
pacity when they are serving their Government. There is a thing 
■called patriotism and it seems to work, 

I would like to also state briefly to Mr. Patman that during World 
War II one of my responsibihties, sir, was dealing with the aviation 
gasoline plants of the small companies in the oil industry, the Gov- 
«mment-owned facilities which were operated by small companies. 
I have developed the greatest respect for the ability of the small 
company. Those companies did an amazing job during the war. 
Also I would like to state that during Korea those same companies 
did an amazing job. Small industry made a major contribution in 
petroleum and gas to the war effort, both in World War II and Korea. 

I would like to state, however, that we were successful — it was 
difficult, but we were successful in obtaining the services of persons 
from smaU companies, even though it did handicap those small com- 
panies more greatly than it woulil a larger company. We are proud 
■of our record in obtaining individuals from small companies. They 
did make a major contribution, 

I just want you to know, sir, that I, too, am proud of the contribu- 
tion that those folks made. 

Mr. Patnam. The term "small business" is a relative term. 

Mr. Fentress. I appreciate that. As you will appreciate, too, in 
the petroleum industry, in the refining branch, it does take substantial 
■capital to even have a small refinery. 

Mr. Patman. That is what I mean. 

Mr. Fentress. In the PAD Production Branch we had a gentle- 
man. Bob Foree, of Dallas, Tex., an independent producer; another 
gentleman named Dick Lawton from Arkansas, who is an independ- 
ent producer. They came and helped, leaving their own companies. 

Mr. Patman. They are not little bitty businessmen, are they? 
They are pretty good-sized businesses? It is a relative term "small 
business," and in that respect, like Studebaker and Hudson, they are 
small, but they are big. 

Mr. Fentress. Small business is a relative term. They are larger 
than the comer drugstore but small in oil. 
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The Chairman. There is no doubt most of the men who work'for 
these agencies without compensation are men who stand very high 
in their own community, in wealth and standing. Their reputations 
are fine, but they are always put in a Government position that lias 
reference to the industry they are interested in, because that is where 
their knowledge is from, and there is their experience. By tlie very 
force of circumstances they are in a position where they can have an 
influence on poh.ies which affect businesses in which they are 
interested. 

Maybe some men it would have no effect on. I think it would 
have an effect on the great percentage of them. 

Mr. Fentress. The Government, sir, to me is in the very great 
dilemma in the mobilization field of having to take actions which 
affect industry and needs the best judgment and knowledge of those 
industries it can get to take wise actions. Nowhere else do I know 
where you can obtain that information and judgment except from 
people experienced in the industry. 

The Chairman. You remember what Andrew Jackson says, he 
said if they couldn't iind a Democrat to fill the job they would abohsh 
it. 

Mr. Hiestand. Mr. Chairman. 

The Chairman. Mr. Hiestand. 

Mr. Hiestand. May I ask the witness a couple of questions about 
the oil and gas industry, since he is better posted and more closely 
allied. 

Is it a fact that the oil and gas industry has virtually policed itself 
for a good many years? 

Mr. Fentress. I don't quite understand the question, sir. 

Mr. Hiestand. I understand, and I have always supposed, and I 
have heard that the oil and gas industry had pretty much policed 
itself through the war, and so forth, controlling their own allowables 
by agreement, and their production by agreement among themselves, 
not to wreck the resources, or to waste natural resources in any way. 

Mr. Fentress. Sir, there are two answers to your question. The 
petroleum industry has made great oftntributions in its own operations, 
m trj'ing to conserve the resources of the Nation. There is no 
question of that, but, specifically in answer to your question, during 
World War II the Petroleum Administration for War determined the 
total production, the allowable by States, and then the State authori- 
ties the individual allowables. 

Mr. Hiestand. How has it been since World War II? 

Mr. Fentress. Since World War II a majority of the large pro- 
ducing States have regulatory bodies that determine the allowables, 
based on engineering information on the individual fields, and down 
to the individual wells. 

California, however, does not have such a law, and there is a 
volunta^ committee that has served as a conservation committee. 

Mr. Hiestand. Does the industry itself, or principals in industry. 
have a voice in the setting of those allowables? 

Mr. Fentress. In the State of Texas, tor example, the Texas 
Railroad Commission calls for a hearing, each month prior to the 
establishment of allowables. The companies come in and advise th»» 
Commission on how much oil, Texas oil, they need the following 
month. After hearing the evidence the Texas Railroad Commission 
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establishes the allowable for the State, and works that on down to 
the individual well allowables. The companies are asked to supply 
information to the State regulatory body which makes the decision, 

Mr. HiESTAND. Does the industry police itself outside of Texas, 
OJklahoma, Louisiana, Arkansas, California, and so forth? 

Mr. Fenthess. Oklahoma, Louisiana, Arkansas, all have State 
regulatory bodies. The State of Colorado, I believe, and the State of 
TN^oming do not have regulatory bodies. It is "Yes" and "No," sir, 
depending on the individual State, but the majority of the large 
producing States today do have regulatory bodies. 

Mr. HiESTAND. Of course, from a personal experience in business 
over 38 years 1 am under no delusions of the universal honesty of 
all mankmd. However, I would like to get you on record again, if we 
may, on the integrity of the businessmen as a group. There is bound 
to be somebody not a hundred percent. The group that you have hod 
on occasion to do business with and to consult after all as experts 

The Chairman. Nobody is questioning the integrity of businessmen 
as a group. 

Mr. HiESTAND. Let us get at the facts. 

The Chairman. We used a letter that had certain facts in it that 
have to be answered, and the only answer you made to those facts 
was as to the character of the businessman. Nobody disagrees with 
that. 

Mr, Fentress. I believe my answer was broader than that. I 
stated on the basis of my own personal experience as a Government 
employee working parallel to and in daily contact with a lai^e number 
of woe employees I thought the letter represented the exception 
rather than the rule. My own observation has been just the con- 
trary. The men have taken actions in the patriotic interests of their 
country which were against the interests of their individual companies. 

Mr. MuLTEB. Do I understand that you say the facts set forth by 
the Comptroller General are correct in that particular instance? 

Mr. Fentress. I do not know, su-. I know nothing about that case, 
I said that was the exception. I am sorry I gave you that impression. 
I ajmreciate your giving me the opportunity to correct it. 

Mrs. Griffiths. Mr. Chairman, I would like to ask a question. 

The Chairman. Mrs. Grifiitlis. 

Mrs. Griffiths. You have said twice, now, that you have watched 
these men make decisions against their own companies. Could you 
name an instance? 

Mr. Fentress. Yes, ma'am, I can. There probably are hundreds 
of them. I have seen the Director of Supply and Transportation, who 
was from the Standard Oil Company of Onio, decide to recommend 
a pipeline bringing competitive products from a new supply area 
into the marketing area of his own company. If that isn't directly 
hitting the financial interests of his company I don't know what is. 

Mrs. Griffiths. I think so. \ATiere was the pipeline? 

Mr. Fentress. It was coming into the general Ohio area. I would 
have to get the specific details on it. I just remember it as an example. 

Mrs. Griffiths. When was that done? 

Mr. Fentress. That was done during the Korean effort. Mr. 
Charles Spahr was the uidividuai who made the recommendation. 
He was a vice president of Standard Oil Company of Ohio, a without 
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compensation employee in the Petroleum Administration for Defense, 
at the time. It would be about 1952. 

Mrs. Gbiffiths. Was Standard Oil also making an application to 
run a pipeline? 

Mr. Fenthess. Not to my knowledge. The point is that that 
pipeline was bringing a new source of supply into the marketing area 
of the company that he represented, and he recommended that this 
new supply he brought in even though it meant new competition to 
his own company, 

Mrs. Griffiths. It didn't cut into Standard Oil's own business, 
did it? 

Mr. Fentress. 1 suspect it would. Any new supply should. 

Mrs. Griffiths. If that would have been tnie uien why was not 
Standard Oil asking for a pipeline of their own? 

Mr. Fentress. They had their own supply in that area. 

Mrs. Griffiths. They didn't ask to increase the opportunity to 
supply the area; is that correct? They had no application of their 
own? 

Mr. Fentress, We are getting into the technical aspects of the 
petroleum industry. The Standard Oil of Ohio has refineries which 
are the source of the products that they sell in that area. They have 
capacity that they are not using in that area. This pipeline would 
bring in output from refineries of an area which normally did not 
market there, and would be in direct competition with the output from 
their own refineriea. Does that clarify it for you? 

Mrs. Griffiths. Well, I understand it, but I just wondered if you 
knew whether or not Standard Oil was selling all of the oil that they 
had available within that district? 

Mr. Fentress. I know for a fact that they have capacity to produce 
more products than they are cmrently producing. I know that. 

Mrs. Griffiths. As a matter of fact, you don't know whether or 
not they didn't want to increase their sales within that area, though, 
or not, do you? 

Mr. Fentress. That would be a rather unusual situation in busi- 
ness, I think, not wanting to increase your sales. 

Mrs. Griffiths. Not necessarily. Maybe the tax structure had 
something to do with it. 

Mr. Fentress. I don't think so in this instance. 

Mr. Hiestand. Were you through? 

Mrs. Griffiths. Surely. 

Mr, Hiestand. I wanted to ask 1 or 2 more questions, if I might. 

This advisory committee, of how many did you say it was from the 
industiT? 

Mr. Fentress. Thirteen at present, sir. I did not read the names. 
If you would like, I can put them in the record now. 

Mr. Hiestand. Is the Independent Oil and Gas Association repre- 
sented in it officialh", or by membership? 

Mr. Fentress. You were talking about the persons on the Foreign 
Petroleum Supply Committee, which is limited to 

Mr. Hiestand. That would all be the big companies? 

Mr. Fentress. That is limited to those having major operations 
outside the continental United States. 

Mr. Hiestand. Do you have the membership of other advisory 
committees? Do you have other advisory committees? 
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Mr, Fentress. Yes, sir. We have the Military Petroleum Advisory 
Board, which is a board of 27 people, established by the Secretary of 
the Interior in 1947, to advise the Departments of Interior, and 
Defense, and the Office of Defense Mobilization, on petroleum and 
gas security matters. They handle only highly classified petroleum 
and gas security matters. 

Specifically, in answer to your question about the Independent 
Petroleum Association of America, there is a man on that Board who 
is there not because he is from the Independent Petroleum Association 
of America, but because of his outstanding knowledge in supply and 
demand of petroleum. 

We have another committee, the National Petroleum Council, 
which is composed of 103 leaders in the petroleum industry, varying 
from the representatives of the filling station operators to the head of 
the Standard Oil Company of New Jersey, and geographically covering 
the United States in botn gas and oil. The president of the Inde- 
pendent Petroleum Association of America and its chief counsel are 
members of that body. The chief counsel is on in his individual 
capacity because of his knowledge and not because of his connection 
with the Independent Petroleum Association of America. That is not 
true of the president, however. He is on in his capacity as president. 

Mr. HiESTAND. Without at all defending the incidents referred to 
in that letter, referring to the operation of 1951-53, because I don't 
know what they refer to, except I am told they have to do with the 
zinc industry, which is not your industry. 

Mr. Fentress. That is correct. 

Mr. HiESTAND. Those without-compensation public servants with 
whom you have come in contact, regardless of their personal integrity, 
have you ever seen anything in their ethics that has worked against 
the interests of the American public as a whole? Have you ever seen 
anything of it? 

Mr. Fentress. No, sir. 

Mr. HiESTAND. Thank you. 

The Chairman, What are the duties of the advisory committee? 
Do they merely advise? 

Mr. Fentress. Which one of the committees, sir? 

The Chairman. AH of them, particularly as tliey relate to foreign 
operations. 

Mr. Fentress. Under the voluntary agreement? 

The Chairman. Yes. 

Mr. Fentress. At tlie present time the Foreign Petroleum Supply 
Committee's principal function is to supply to Government informa- 
tion required in mobilization planning which otherwise cannot be ob- 
tained, timely, up-to-date information on worldwide petroleum opera- 
tions and capabUities. There are no actions taken by that body at 
this time. 

The Chairman. Is there an independent invest^ation made? 

Mr. Fentress. There is no advice given by tliat body. It is 
purely factual information. A recent example, sir, is a report, a 
classified report, having to do with petroleum terminals for which 
the committee was commended by the Assistant Secretary of Defense 
for Supply and Logistics for its value to the Department of Defense 
and their planning. That is an example of the reports. 
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The Chairman. Are there any further questions? 

I am told Mr. Multer has said he will submit some written questions. 

(The questions referred to above are as follows:) 

Depaktment op the Interior, 

Oil and Gas Divisrotj, 
Washington, D. C, July 14, 1955. 
Hod. Abbaham J. Multer, 
House of Represenialives, 

Washington, D. C. 
MtDeab Mb. Multer: Thisisinreply to your letter of July II, 1955, request- 
ing that I answer certain questions to be incorporated in the record as part of the 
hearings of the Banking and Currency Committee, House of Representatives, 
on H. R. 7071, a bill to extend the Defease Production Act of 1950 aa amended. 
I will repeat below your questions and follow each with my answer: 
"I. Are we to understand from your testimony that there is no emergency 
presently requiring the use of personnel without compensation?" 

Answer: No. On the contrary, I believe that the present continuing national 
emergency does require the authority to use personnel without compensation. 

"2, Is the sole purpose of continuing to use w. o. c. personnel to train these 
men, and have them available for Government service in the event of an emer- 
gency?" 

Answer: Training is not the sole purpose but is, of course, highly important. 
The continuation of the present authority to employ w. o. c. personnel without 
hampering amendments is necessary to — 

(a) Effectively and efiiciently discharge current mobilization responsibili- 
ties by bringing to Government the expert advice, assistance, and knowledge 
of persons of outstanding experience and ability so necessary for industrial 
mobilization. Services of tliese persons cannot be obtained in any other 

(6) To train persons for an executive and technical reserve. Experience 

has shown that there are very definite differences in the method of working 

in industry and in and for Government, and a period of training is necessary . 

(e) To have the services of trained personnel immediately available to 

Government in the event of an enemy attack. This is absolutely essential 

to meeting our responsibilities of determining damage resulting from enemy 

attack, supplying petroleum to military for a prompt and effective military 

retaliatory effort, converting promptly to the production of petroleum 

products necessary for survival and necessary for maximum relief to citizens 

in areas damped b^ enemy attack 

"3. Are you aware of the fact that any number of standby control bills have 

been introduced in the Congrpss' 

Answer: \es I underaland lieverftl such bills have been introduced. 
"4. Do jou know that no hearings have been held on these bills because the 
administration has not requested the enactment of such legislation?" 
Answer; I am not sufficiently informed to answer this question. 
"5. How can vou possibly justify asking for the training of personnel on a 
standby basis nhen the administration has not seen fit to ask for standby legis- 
lation?'' 

Answer: The administration has supported the extension of the Defense 
Production \ct Mv testimony is in support of the proposed extension. You 
are respectfully referred to mv answer to question 2 which gives some of the 
reasons why continuation of the authority to employ w. o. c. personnel is con- 
sidered essential 

I appreciate the opportunitv that \ ou have given me to answer these questions. 
If at any time I can be of further assistance, I would appreciate that opportunity. 
Sincerely yours, 

Carroll D. Fentress, 

Aasisiani Director. 

Mr. Fentress. Mr. Spence, I would like to make one other brief 
commentary about w. o. c. employees in today's situation, if I may. 

The Chairman. You may proceed, 

Mr. Fentress. The Federal Govermnent, the Congress, the ad- 
ministration, and the people of the United States, are ful faced today 
with a potentiality of war at any time, an unannounced, sudden attack. 
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To me one of the greatest assurancea for prompt and effectual retalia- 
tion and assurances for supplying our Armed Forces on a prompt basis 
is to have persons who are familiar with the way you handle these com- 
modity mobilization or wartime problems. The only way that I know 
to have such people trained and already in position to come in and 
help us get a quick retaliatory effort into motion is to permit us to 
continue the employment of without-compensation people, to train 
them in that manner. In addition, should an attack occur, I think 
there is some legal question, if this provision of the statute does not 
remain on the books, as to whether you could bring such people into 
Governmeat immediately. 

To me that is a most serious question, our ability to launch a quick 
counterattack, and the effect of this provision on that ability. 

Thank you, sir. 

The Chairman. The committee will adjourn 

Mr. Hallahan. We have one witness from the Office of the Na- 
tional Shipping Authority, who is hero to answer questions on the 
tanker pool, I Believe, that some members raised. 

Mr. Patman. I want to ask him a question. 

Mr. Fentress. Thank you, Mr. Chairman, and members of the 
committee. 

Mr. Hallahan. Mr. Paul Sullivan, Acting Director of the Office 
of National Shipping Authority, of the Department of Commerce. 

The Chairman. You may identify yourself. 

STATEMENT OF PAUL A. StTIlIVAN, ACTING DIRECTOR, OFnCE 
OF NATIONAL SHIPPIMG AITTHORITY, MARITIME ADMINIS- 
TRATION, DEPARTMENT OF COMMERCE 

Mr. Sullivan. My name is Paul A. Sullivan, Acting Director, 
Office of National Shipping Authority, Maritime Administration, 
Department of Commerce. 

I am appearing for the Maritime Administrator, who was unable to 
attend and regrets his inability to be here because of a prior commit- 
ment to appear before the House Merchant Marine and Fisheries 
Committee this morning. 

Mr. Patman. Who is your boss? 

Mr. Sullivan. Mr. Clarence G. Morse, Maritime Administrator. 

The Chairman. Have you a written statement? 

Mr. Sullivan. I do not have a written statement, Mr. Chairman. 
I only got notice yesterday afternoon to appear, but I am prepared to 
answer questions. 

Mr. Patman. I have a question, Mr. Chairman. 

The Chairman. All right. 

Mr. Patman. Is the tanker pool now in operation, Mr. Sullivan? 

Mr. Sullivan. It is what we call in an inactive status. It is 
available for use, but there is no need for it at this time. 

Mr. Patman, These voluntary ^reementa are requested by your 
Department in view of the tanker pool, are they not? 

Mr. Sullivan. The tanker pool is available for meeting the require- 
ments of the Maritime Administration. 

Mr. Patman. When did it go out of operation? 

Mr. Sullivan. It became inactive about May of 1953. It was 
active from January 1951 until May 1953. 
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Mr. Patman. Can you give me the names of the principal companies 
involved in that pool? 

Mr. Sullivan. I may have a list of them here, sir. 

Mr. Patman, About how many of them are there? 

Mr. Sullivan. There are about 90. 

Mr. Patman. Would you put them in the record, please? 

Mr. Sullivan. Yes, sir. 

(The information referred to is as follows:) 

Membership op Tankeb Requirembnts Comuittee of the Volontart 
Plan Under the Defense Production Act of 1950, a8 Amended, for 
THE Contribution of Tanker Capacity for Nationai, Defense REguiRB- 

MENT8 

J. P. Pdtteraon, chairman, Tanker Requirements Committee, Maritime Admin- 
istration, 45 Broadway, New Yorli 4, N. Y. 

William F. Berger, vice president, Marine Transport Lines,' Inc., 11 Broadway, 
New York, N. Y. 

Charles Korz, president. Keystone Shipping Co., 1000 Walnut Street, Phila- 
delphia, Pa. 

Monger T. Ball, president, Sabine Transportation Co., Inc., Box 1580, Port 
Arthur, Tex. 

A. E. Kihn, manager. Marine Department, Standard Oil of California, 225 Bush 
Street, San Francisco 20, Calif. 

J. J. Coney, president, Hillcons Steamship Co., 311 California Street, San Fran- 
cisco, Calif. 

Parker Wise, general manager. Marine Department, Socony Mobil Oil Co., 
26 Broadway, New York 4, N. Y. 

Harold E. Johnson, secretary, Tanker Requirements Committee, Maritime 
Administration, Room 804, 45 Broadway, New York 4, N. Y. 
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Pabticipants to the Voiuntakt Plan Under the Defense Pboduction 
Act of 1950, Aa Aubnded, for the Contbibdtion or Tankeb CAPACrrr 
FOB National Defense REguiREMENTs 

Allied-Ashland Tankere, Inc. Potrero Corp. 

American Oil Co, Publicker InduBtriea, Inc. 

American Trading A Production Corp. Tlie Pure Oil Co. 

American Tramp Shipping Develop- Republic Oil Refining Co. 



Richfield Oil Corp. 

Royal Petroleum Corp. 

Sabine Transportation Co., Inc. 

Seaforth Steamship Corp. 

Seatrade Corp. 

Shell Oil Co. 

Ships, Inc. 

Sinclair Refining Co, 

Socony Mobil Oil Co., Inc., and Gen- 
eral Petroleum Corp. 

Southeastern Oil Florida, Inc. 

Standard Oil Co. of California and 
California Tanker Co. 

Standard Oil Co. (Kentucky). 

Standard- Vacuum Oil Co. 

State Fuel Co. of Boston. 

Sun oa Co. 

Tanker Sag Harbor, Inc. 

Texas City Refining, Inc. 

The Texas Co. 

Tide Water Associated Oil Co. (Eastern) 

Tide Wat«r Associated Oil Co. (West- 
Traders Steamship Corp. and Dolphin 
Steamship Corp. 

Trafalgar Steamship Corp. 

Tramp Shipping and Oil Transporta- 
tion Corp. 

Trinidad Corp. 

Union Oil Co. of California 

United States Petroleum Carriers, Inc. 

United Tanker Corp. 

United Waterways Corp. 

Veritas Steamship Co., Inc. 

Ventura Steamship Corp. 

Western Tankers, Inc. 

Whale Oil Co., Inc. 

Wickliffe Tanker Corp. 

Windsor Navigation Co. 

Yarmouth Steamship Corp. 



Mr. Patman. And you think there is still a need for that pool to 
remain inactive but on an alert? 

Mr. Sullivan. Yes. • The reason the Maritime Administration 
believes that it should be kept available is only for another real emer- 
gency, such as the Korean situation, when there is a requirement for 
tonnage to meet the military requirements. 

Mr. Patman, Do you have any w. o. c.'s in your oiganization? 

Mr. Sullivan. On this plan? No, sir. 

Mr. Patman. How many people compose the group that have to do 
with this pool? 

Mr, Sullivan. You mean the membership of the tanker committee? 

Mr. Patman, Yes, 

Mr. Sullivan. There is only a secretary and a clerk typist. 

Mr. Patman. Are they all Government career people? 



ment Corp. 
American Viking Corp. 
Arkansas Fuel Oil Co. 
Asiatic Petroleum Corp. 
Atlantic Refining Co. 
Bemuth, I-embcke Co^ Inc. 
Capehom Steamship Corp. 
J. M. Carras, Inc. 
Cities Service Oil Co. 
Colonial Steamship Corp. 
Crown Central Petroleum Corp. 
Dorac Shipping Corp. 
Epiphany Tankers Corp. 
"Esao Export Corp. 
Esso Shipping Co. 
Esse Standard OU Co. 



HesH, Inc. 

Hilgard Tanker Corp. 

Independent Tankshipa, Inc. 

Jupiter Steamship Coip. 

Keystone Shipping Co. 

Keystone Tankship Corp. 

Chas. Kurs & Co., Inc. 

Olga Konow, Inc. 

Marine Navigation Co., Inc. 

Metro Petroleum Shipping Co., Ii 

Metropolitan Petroleum Corp. 

Moore, McCormack Lines, Inc. 

National Bulk Carriers, Inc. 

New England Petroleum Corp. 

Olympia Oil Corp. 

Orion Shipping 4 Trading Co., Int 

Paco Tankers, Inc. 

Paragon Oil Co. 

Patchogue Oil Terminal Corp. 

Petrol Tanker Industries, Inc. 

Hillcone Steamship Co. 
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Mr. Sullivan. They are private employees, not employees of the 
Government. Their Balaries are paid by industry, the companies 
involved in the pool. 

Mr. Patman. Do they perform a Government service? 

Mr. Sullivan. No, sir. 

Mr. Patman. Who has to do with it in the Government? 

Mr. Sullivan. That is an employee in the Maritime Administra- 
tion, paid by the Maritime Administration. 

Mr. Patman. Who is that? 

Mr. Sullivan. Mr. James Patterson. 

Mr. Patman. Does he do that all himself, or does he have associ- 
ates, like a board, a commission, to work with him? 

Mr. Sullivan. He works through the tanker committee. 

Mr. Patman. Through the tanker committee? 

Mr. Sullivan. Yes, sir; which is the private companies. 

Mr. Patman. In other words, he administers it through the tanker 
committee? 

Mr. Sullivan. That is right. 

Mr. Patman. How many are on that committee? 

Mr. Sullivan. About nine members. 

Mr. Patman. They represent the concerns in this pool? 

Mr. Sullivan. That is right. 

Mr. Patman. And this one Government official is dependent entirely 
upon these people who are selfishly interested for the administration 
of any rules or regulations that he issues? 

Mr. Sullivan. Well, he is dependent on the information that he 
receives from that committee. 

That is only for the purpose of spreading the requirements. When 
the Administration needs the ships, then this committee would allocate 
the ships by company. In other words, it is division of the shipping 
requirements by that committee. 

Mr. Patman, I believe you explained the purpose, to stay in readi- 
ness so in the event of emergency they will have the ships available 
for the different purposes it is called upon to use them. 

Will you put in the record the names of those companies and also 
the names of this committee? 

How long do these committee members serve, indefinitely or for a 
definite period? 

Mr. Sullivan. For a definite period. 

Mr. Patman. Who appoints them? 

Mr. Sullivan. That would be by the membership of the pool. 

Mr. Patman. The 90 concerns? 

Mr. Sullivan. Yes, sir. 

Mr. Patman. That is all, Mr. Chairman. 

The Chairman. The tanker pool is by voluntary agreement and 
with no compulsion? 

Mr. Sullivan. It is a voluntary agreement; yes, sir. 

The Chairman. If there are no further questions, the committee 
will adjourn to meet Monday morning on H. R. 6228 at 10 o'clock, 

(Whereupon, at 11:30 a. m., the committee adjourned.) 

(The following communications and statements were submitted 
to the committee:) 
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July 7, 1955. 
Hon. BB.ENT Spence, 

Chairman, ComnMlee on Banking and Currency, 
House o/ Repregeritalives, Waehington, D. C. 
Dear Brent: Your committee ia presently holding hearings on H. R. 7071 
■whiiih would extend provisions of the Defense Production Act of 1950 tor an 
indefinite period. As you know, I am deeoly interested in a-ssuring that a con- 
tinuation of the economic powers contained in the act in no way weaken the 
competitive structure of our free economy as presently safeEuarded by the anti- 
trust laws. 

On June 21, 1955, 1 neraonally appeared before the Senate Committee on Banli- 
ing and Currency and called to their attention certain wealinesses of the pro- 
posed extending legislation which dealt with immunities from the antitrust laws 
and the utilization of WOC's by Government agencies. I am enclosing a 
copy of my testimony before the Senate committee which I would appreciate 
your incorporating in your record on H. E. 7071. I believe the information 
contained therein may be of use to your committee in its consideration of this 
important matter. 

For the many reasons outlined in detail in my attached statement, I respect- 
fully urge that the House Committee on Banking and Currency consider the 
following amendments to H. R. 7071 which would, I believe, remedy a number of 
deficiencies in the legislation now proposed. 

1. Add a new section 2 to the bill which would read as follows: 
"Sec. 2. Section 708 of the Defense Production Act of 1950, as amended, is 
amended — 

"(I) by inserting before the period at the end of the first sentence of sub- 
section (b) a colon and the following: "Provided, however. That after the 
enactment of the Defense Production Act Amendments of 1955, the esenip- 
tion from the prohibitions of the antitrust laws and the Federal Trade 
Commission .\ct of the United States shall apply only (1) to acts and omis- 
sions to act requested by the President or his duly authorized delegate pur- 
suant to duly approved voluntary agreements or programs relating solely 
to the exchange between actual or prospective contractors of technical or 
other information, production techniques, and patents or patent rights, 
relating to equipment used exclusively by or for the military which is being 
procured by the Department of Defense or any department thereof, and the 
exchange of materials, equipment, and personnel to be used in the produc- 
tion of such equipment. The Attorney General shall review each of the 
voluntary agreements and programs covered by this section, and the activi- 
ties being carried on thereunder, and, if he finds, after such review and after 
consultation with the Director of the Office of Defense Mobilization and 
other interestod agencies, that the adverse effects of any such agreement or 
program on the competitive free-enterprise system outweigh the benefits 
of the agreement or program to the national defense, he shall withdraw his 
approval in accordance with subsection (d) of this section. This review 
and determination shall be made within 90 days after the enactment of the 
Defense Production Act .\mendments of 1955; 

"(2} by inserting in subsection (d) thereof after the word 'hereunder' the 
following: '. or upon withdrawal b,v the Attorney General of his approval of 
the voluntary ^reement or program on which the request or finding is 
based,'; 

"(3) by inserting after the first sentence of subsection (e) thereof the 
following new sentence; 'Such surveys, and the reports hereafter required, 
shall include studies of the voluntary agreements and programs authorized 
by this section.": 

"C 

the -i 

in lieu thereof the words 'at least once every 3 months'." 
The present law authorizes the President or his delegate, after consultation 
■with the Chairman of the Federal Trade Commission and the Attorney General, 
and approval by the Attorney General, to grant immunities from the antitrust 
laws. H. R, 7071 would continue this aiilhority. 

As the Senate Banking and Currency Committee reported on S. 2391 (S. Rept. 
696, 84th Cong., 1st sesa., p. 6) : 

"The exemption from the antitrust laws provided in section 708 represents a 
departure from the antitrust policies of the TJnited States which can only be justi- 
fied on the grounds of compelling national-defense considerations. Undesirable 
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monopolistic practices may occur which will have unnecessary adverse effetts on 
our competitive economy. These may continue long after the duratioii of the 
agreemeots and the emergency." 

This amendment would (1) limit all voluntary agreements to the production 
of military items; (2) require the termination of all existing voluntary agreements 
not connected with the production of military items; (3) require the Attorney 
General to review all existing voluntary agreements and to repwrt thereon within 
90 days; (4) authorize the Attorney General to withdraw hia approval to voluntary 
agreements and thereby terminate antitrust immunity; and (5) require the 
Attorney General to include voluntary agreements in his reports to the Conftess 
and the President, aud to submit reports and surveys on the competitive effects 
of the act every 3 months. 

2. Add a new section 3 to the bill which would read as follows; 
"Sec. 3. Section 710 of the Defense Production Act of 1950, as amended, is 
amended — - 

"(1) by amending subsection (b) thereof to read as follows: 

" '(b) (1) The President is further authorized, to the extent he deems 
it necessary and appropriate in order to carry out the provisions of this 
Act, aud subject to such regulations as he may issue, to employ persons 
of outstanding experience and ability without compensation. This 
authority may be delegated to heads of departments or agencies delegated 
or assigned functions under this Act but may not be redelegated by them. 
In order to carry out the policy of the Congress that, so far aa possible, 
operations under this Act shall be carried on by full-time, salaried 
employees of the Government; heads of departments and agencies in 
making appointments under this subsection shall certify to the following 
with respect to each such appointment: 

" '(A) That the appointment is necessary and appropriate in 
order to carry out the provisions of this Act; 

" '(B) That the duties of the position to which the appointment 
is being made reauire outstanding experience and ability; 

" '(C) That tne appointee has the outstanding experience and 
ability required by the position; and 

" '(D) That the Department or Agency head has been unable 

to obtain a person with qualifications necessary for the position on 

a full-time salaried basis. 

" '(2) Appointments under this subsection (b) shall not be made to 

the position of the director or assistant director, head or assistant head 

of a bureau, division, section, or other comparable policy makii^ or 

administrative position, and a person appointed under this subsection 

shall not perform the functions of such a director, assistant director, 

head or assistant head. 

" '{3) The President is authorized to provide by regulation for the 
exemption of persons appointed under this subsection from the operation 
of sections 281, 283, 284, 434, and 1914 of title 18 of the United States 
Code and section 190 of the Revised Statutes (5 U. S. C. 99); except 
that such exemption shall not extend to the following: 

" '(A) To the negotiation or execution by an appointee under 
this subsection of Government contracts with the private employer 
of such appointee or with any corporation, joint stock company, 
association, firm, partnership, or other entity in the pecuniary 
profits or contracts of which the appointee has any direct or indirect 
interest: 

" '(B) To the making of any recommendation or the taking of 
any action with respect to individual applications to the Govern- 
ment for relief or assistance, on appeal or otherwise, made by the 
private employer of the appointee or by any corporation, joint 
stock company, association, firm, partnership or other entity in the 
pecuniary profits or contracts of which the appointee has any direct 
or indirect interest; 

" '(C) To the prosecution by the appointee, or participation by 
the appointee in any fashion, in the prosecution of any claims 
against the Government involving any matter concerning which 
the appointee had any responsibility during his employment under 
this order, during the period of such employment and the further 
period of two years after the termination of such employment; and 
" '(D) To the receipt or payment of salary in connection with 
the appointee's service under this subsection from any source Other 
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than the private employer of the appointee at the time of his 
appointment under this subsection. 
" '(4) Persons appointed under the authority of this subsection may 
be allowed transportation not to exceed $15 per diem in lieu of 
subsistence while away from their homes or regular places of business 
pursuant to such appointment.' " 
This amendment would do the following: (1) Incorporate into statutory law 
the provisions of Executive Order 10182, dated November 21, 1950, governing the 
use of employees serving without compensation from the Government ; (2) provide 
that employees serving without compensation from the Government shall not 
occupy positions as directors or assistant directors, heads or assistant heads of 
bureaus, divisions, sections, or other policymaking positions in Government 
agencies; and (3} provide that exemptions of WOC employees from the operation 
of the conflict of interest statutes shall not extend to situations involving negotia- 
tion of contracts, applications for governmental assistance, and prosecution of 
claims by their employers, and compensation from outside sources. 

The reason for this amendment is cogently set forth in the report of the Senate 
Banking and Currency Committee on S. 2391, (S. Rept. No. 896, 84th Cong., 
Ist sess., p. 7)„as follows: 

"At the present time there is neither war nor full mobilization, important though 
the mobilization plans and current activities under the Defense Production Act 
are. There is much greater danger now that the pressures of private interests may 
outweigh the publicresponsibilitiesof these persons. In addition, as the mobiliza- 
tion programs become reduced and consoliclated with the jjermanent functions of 
the Government agencies, more and more occasions will arise where these en>- 
ployees, paid by private concerns and exempted from the conflict-of-interest 
statutes, will be carrying out the permanent functions of the agencies." 

Preliminary investigations by the House Committee on the Judiciary indicate 
extensive abuses in current practices respecting the staffing of government 
agencies by WOC personnel. Some of these practices are contrary to tne interests 
of the puBlic. The Antitrust Subcommittee is going to conduct public hearings 
beginning July 25, 1966, concerning this very problem. 

Witnesses before your committee have urged amendment of H. R. 7071 to 
provide for the establishment of an executive reserve of WOC personnel. For the 
reasons set forth in detail in my attached statement, I am opposed to such a 
reserve and I strongly urge the House Banking and Currency Committee to reject 
any such amendment. 
Sincerely yours, 

Emanuel Celleb, Chairman. 



Mr. Chairman and members of the subcommittee, I am grateful for your 
kindness and cooperation in scheduling my appearance before this subcommittee. 
Members of the Banking and Currency Committees in both Houses deserve 
the thanks and commendation of the people of this country for their diligence 
and ability in presenting to the Congress proposed enactments dealing with 
our defense program which were models of legislative draftsmanship. Man- 
datory control legislation is complicated at best, and I believe considerable 
credit for the successful transition of this country from a peacetime to a mobil- 
ization economy and a subsequent return to more normal conditions is due this 
committee. 

The success of the defense legislation drafted by this committee has been 
attested to by many eminent persons who have pointed out that almost all of the 
controls necessitated by the Korean conflict nave now been removed. OPS, 
PAD, DPA, are now buried with their brethren wartime Government agencies, 
with only their records in the Archives remaining as epitaphs to their eminent 
success. Thus, it was that your committee was able to state— and I think with 
some degree of satisfaction — that as of 1953: 

"\'ery substantial expansion in the Nation's capacity for the production of 
goods and services since Korea has brought supply and demand in most se^ents 
of the economy sulistantially into balance. That is why it has been possible to 
decontrol prices and wages and essentially limit the use of materials controls 
to military production. That is why it has been possible to discontinue the 
general distribution of materials throughout the civilian economy excei>t tor a 
few scarce and critical items essential to defense," 
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It is just because of the auccessful progress made by this Nation under the 
statutes previously drafted and recommended by this committee that I today 
stronj^ly urge upon yoii to allow another section of the Defense Production Act 
to expire si this time according to its terms. I refer specifically to section 708. 

Section 708, unfortunately, is not one of the better known and more widely 
discussed provisions of your act. It is, however, in ray consideration, one of the 
moat significant and far-reaching pieces of legislation now on the statute books 
of the United States. I do not feel I exaggerate in this regard. Let me sum- 
marize, in brief, exactly what this portion of the act permits, so that you will see 
with me some of its tremendous implications. 

First, it authorizes the President to consult witii representatives from various 
sectors of the economy with the view toward approval by the President of volun- 
tary agreements and programs to further the objectives of the act. 

Second, the act provides that: 

"No act or omission to act pursuant to this Act * * • if requested by the 
President pursuant to a voluntary agreement or program approved under subsec- 
tion (a) ■ * * shall be construed to be within the prohibition of the antitrust 
laws or the Federal Trade Comm_iaaion Act of the United States," 

What these and other provisions of section 708 do, in effect, is to authorize the 
President directly or his designate, who must secure the approval oT the Attorney 
General after consultation with the Chairman of the Federal Trade Commission, 
to exempt conduct in violation of the antitrust laws from prosecution if such 
conduct is requested in the interests of the defense program. In other words, with 
no limitations as to the nature of the activity involved, immunity from antitrust 
prosecution may be granted by this statute. This may be justified in an all-out 
emergency. When the emergency is over, however, competition and free enter- 
prise should be encouraged, not lessened, 

I therefore believe this committee must now seriously question whether there 
is any longer need for abandoning our traditional antitrust policy in favor of con- 
certed action among competitors and special treatment for monopolies. 

We have, of course, recognized that m times of dire emergency, certain excep- 
tions to our antitrust laws and free competition must be made just as during such 
feriods, certain exceptions to the personal liberty and freedom of individuals occur, 
'o tie perfectly frank, as the price of survival, we had no choice. Wartime, 
unfortunately, has therefore been a catalyst which has stimulated the development 
of monopolies and retarded the growth of competition; it has led to procurement 
policies favoring a few select concerns with military and Government purchase 
orders while smaller firms were literally driven to the wall. When my monopoly 
subcommittee studied the recent mobilization program, it found that 55 percent of 
thetotal volume of prime defense contracts had gone to just 100 large corporations. 
A similar experience was had in World War 11 when, between June 1940 and 
September 1945, two-thirds of the prime contracts awarded by the Government 
had been placed with the top 100 corporations. Thus, as Donald Nelson frankly 
confessed, during wartime "business firms of subaverage size more often than not 
■did get the dirty end of the stick." 

Take the matter of allocation of materials which are scarce. Small companies 
without hiBtorical positions with large suppliers or without integrated facilities 
of their own are unable to obtain raw or semi fabricated products and perish by the 
thousands. Even today, as you know, small aluminum fabricators are finding it 
difficult to obtain needed supplies from the large producers, such as Reynolds and 
Kaiser, notwithstanding the fact that these latter corporations have profited by 
millions of dollars through Government tax-amortization programs and other 
assistance. 

I need go no further to emphasize the fact that the effects of monopoly are 
heightened and the tempering effects of competition halted during emergency 
periods. But gentlemen, isn't that all the more reason for removing monopoly 
Tcstrictions and preventing further restraints of trade just as rapidly as we can 
upon the termination of a "'artime crisis? 

These voluntary agreements provide a ready vehicle for serious restraints upon 
the country's economy. As the Attorney General himself said in a sharply critical 
report on the potential effects of such agreements under the act ; 

"The use of voluntary agreements and programs to carry out the mobilization 
program may result in business enterprise, vigorously competitive in normal times, 
evolving common courses of action to restrain production, retard, technical develop- 
ment, limit expansion, reduce quality, and raise prices. To the extent that the 
mobilisation program requires joint action by businessmen, opportunities are pre- 
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aeated to work out restrictive agreements either witliin or without the framework 
of a Government-aponsored progracn. It ia important that the public need shall 
not become a cloak for concerted action undertaken privately to the public 
detriment." 

I emphasize to you again that the antitrust laws have formed che basic founda- 
tion of this country's economy since the Sherman Act waa put on the books in 
1S90. Deviations therefrom, such as are proposed to be continuea in section 708, 
have been permitted only under the moat serioua national emei^ncies. The pro- 
visions of section 708, ?or example, were enacted solely because of the grave 
situation confronting the Nation as a result of the Korean conflict. As the dis- 
tinguished chairman of the House Banking and Currency Comniittee explained in 
ihe report he submitted on behalf of the act; 

"Thf! secona fact ia that in spite of theae considerations we are at the moment 
faced with certain grim problems." 

Similar considerations motivated this committee as explained in the committee 
report accompanying the Defense Production Act of 1950: 

"The seriousness of the situation which was thrust not only upon the United 
States but upon the whole world as well when the forces of communism were un- 
leashed on the Republic of South Korea has impressed upon every American the 
necessity and importance of taking prompt and vigorous action to meet the threat 
of Communist aggression." 

Even in the period of wisis, however, I want to point out that do attempt was 
made to forsake utterly our reliance upon competition and free enterprise. As this 
committee so forthrigbtly stated in its report accompanying the Defense Produc- 
tion Act: 

"The situation (referring to the crisis) haa been the motivating factor in all the 
considerations of your committee in makii^ an effort to bring out a bill broad 
enough to give the Executive necessary powera to cope with this critical situation, 
but not so broad as to regiment the economy of our Nation to the extent that the 
fundamental democratic principles of free enterprise are endangered." 

I submit to the committee that in view of the drastically changed conditions 
which have obviated the need for mandatory rationing of scarce materials, the con- 
trol of prices, and vast authority for supervising agencies, there is no longer any 
need at al! for continuing the immunity provisions accorded to buBinesses from 
prosecution under the antitrust laws. Indeed, the better argument lies on behalf 
of removing these immunities and encouraging more vfeorous enforcement of these 
statutes so as to promote free and open competition. Yes, far from "encouraging 
the making * * • of voluntary agreements and programs * • *" as advocated 
in the specific language of section 708, we should devote more of our attention 
toward discouragii^ such agreements and other restrictions upon competition. 

I have thus far limited my remarks to opposing the extension of section 708 for 
another 2 years as is provided in S. 2163. I would like to devote the remainder of 
my remarks to S. 2165 which would not only extend the section of the act but would 
make such far-reaching extensions in the voluntary agreement program as pres- 
ently established by statute lo as to render the antitrust laws virtually useless in 
this area of the economy for the next 20 years. 

Section 4 of this bill, 8. 2165, would add a new section to 708 as now consti- 
tuted which would enlarge the exemption provisions substantially. Under the 
law aa it now stands, exemption from the antitrust laws is given only for the 
period, and I quote, "while this act is in effect." In other words, all immunity 
will vanish should aection 708 be allowed to expire at the end of June of this year. 
If the act is extended for a 2-year period, exemption for activities will be allowed 
until June 30, 1957, but no longer. If you read S. 2165, however, you will see 
that it empowers the President to continue any exemption already granted and 
approved for a period aa long as 20 years. And this immunity will stand, not- 
withstanding the fact that Congress may have seen fit in the interim to let the 
act expire by its terms. In other words, the immunity and exemption may be 
granted for a period of time in futuro although Congress may very well believe 
that there no longer exists any need for the Defense Production Act or section 
708. 

As Dr. Flemming, ODM Administrator, testified yesterday, extension of the 
immunity provisions of the Defense Production Act beyond the termination date 
of the act was recommended by the Attorney General s National Committee To 
Study the Antitrust Laws. The Attorney ueneral's National Committee indi- 
cated tliat such extension may be needed at least with respect to programs for 
preserving the supply of critical and strategic materials from abroad. It indi- 
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cated extensioD also may be needed to protect large-acate investments committed 
in auoh programs for long periods of time. 

The House Antitrust Subcommittee, of which 1 am chairman, in connection with 
its recent exploratory hearings on current antitrust problems haa inveetlR&ted 
extensively the Attorney General's Committee and the recommendations made by 
it. Vou should recognize that the Attorney General's Committee did not under- 
take to collect statistics or to assemble a body of factual data with respect to Uie 
antitrust problems on which its recommendations were based. The Attorney 
General's National Committee primarily undertook to examine the existing case 
law in the antitrust field and attempted to enunciate a theory encompassing all 
past cases and statutory enactments in this field. Accordingly, this Committee 
should realize that the recommendation of the Attorney General's Committee 
with respect to the advisability or uecesaity for eiitending the immunity provisions 
of the Defense Production Act are not based upon an examination into Govern- 
ment and business activities under section 708. Nor were these recommendations 
tiased upon economic studies or security considerations upon which any justifi- 
cation for authorizing immunities beyond the extension period of the Defense 
Production Act must rest. 

Furthermore, in addition to having neither the information nor the qualifica- 
tions for passing upon the factors involved in granting immunities, under the 
Defense Production Act, this Attorney General's Committee's recommendations 
suffered from other deficiencies. Our Antitrust Subcommittee has received 
considerable testimony bearing upon the objectivity of the Attorney General's 
Committee's recommendations. Testimony has been presented that of the 61 
members of the Attorney General's Committee, 42 members were attorneys prac- 
ticing in the antitrust field prmarily representing corporate defendants. Further 
half of these practicing attorneys either personally or through their law firms re- 
presented defendants in antitrust cases instituted by the Department of Justice 
or the Federal "Trade Commission which were pending at the time the Coni- 
mittee prepared its report. 

Witnesses before our subcommittee have claimed that lack of fair representation 
for divergent viewpoints on the Attorney General's Committee resulted in bias 
in the Committee's recommendations. It may be that the Senate Banking and 
Currency Committee, before it acts upon recommendations attributed Ut the 
Attorney General's Committee, may wish to investigate into whether any par- 
ticular interests would receive special advantages from extension of the immunity 
previsions of the Defense Production Act in the manner recommended. 

As you know, the Department of Justice did not and does not endorse the rec- 
ommendations of the Attorney General's Committee. The Attorney General 
himself has under study at the present time his Committee's recommendations 
in order to ascertain which he wishes to endorse. It therefore seems anomalous 
for the Defense Mobilizer, Mr. Flemming, to base proposed legislation upon these 
recommendations without any other economic or policy basis therefor. 

On June 14, 1955, I requested the views of t^e Department of Justice with 
respect to S. 2163 and S. 2165 concerning extensions of the immunity provisions 
of section 708. In Assistant Attorney General Stanley N. Barnes' response to 
my inquiry the Department did not adopt the Attorney General's Committee's 
recommendation. He emphasized that the Department of Justice takes no posi- 
tion at all with respect to either the necessity for extending the antitrust immunity 
provisions of the Defense Production Act, or for exempting from antitrust certain 
conduct beyond the termination of the Defense Production Act. The position 
of the Department of Justice seems to be that these problems rest upon national 
security considerations beyond the competence of the Department of Justice to 
evaluate. Justice is concerned that the existing procedures for granting antitrust 
immunity not be changed in such extension. Judge Barnes said specifically, 
and I quote: 

"8. 2165's declaration of policy, as well as the necessity for amending its present 
antitrust exemption to effectuate defense aims, rests on national security con- 
siderations beyond the competence of this Department to comment upon. 
Accordingly, I assume Congress finds necessary extending present law. In 
addition, I assume Congress concludes that, to best effectuate defense policieB, 
certain conduct be exempt from antitrust even beyond the Defense Production 
Act's proposed 2-year extension. My comments thus focus upon means for 
assuring that in administering whatever exemption Congress deems necessary, 
antitrustconsiderationsarebrought tobearinaforcefulandtimelyfaahion. • ♦ • 
What justification is there for extending immunity under the Defense Production 
Act longer than the requirements of the Defense Production Act? Justification 
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forauthoriEing immunity beyond estension of the Defense Production Aei must 
rest upon national security considerations beyond the competence of this Depart- 
ment to evaluate." 

I wish to put this letter into your record at this point. 

Accordingly, it would seem to me .that before determining this question, it is 
enoumbent upon your committee to examine thoroughly into the past operations 
of the Government and activities of industry under section 708 programs. The 
answers to the following questions, among others, would afford a basis for ascer- 
taining whether in fact further extension of the immunity provision is necessary 
at the present time: 

1. How many programs involving international trade have been granted im- 
munity under section 708? 

2. Are there any voluntary agreements now in operation or proposed concerned 
with stockpiling strategic raw materials? 

3. What evidence did the Attorney General's Committee have with respect to 
the need tor extension of the immunity provisions of section 708? 

4. What evidence did the Attorney General's Committee have with respect to 
the need for extending tliese provisions beyond the expiration date of the Defense 
Production Act? 

5. Has the President requested any voluntary program which required the 
participants to commit large tunda for long periods of time? What are they? 
Are any of these programs now operative? Are any now proposed? 

6. IJoes the Department of Justice review the activities of the participants in 
voluntBiry programs in order to ascertain whether the participants adhere to the 
terms of the program? How current is the Departnient's review of existing 
approved programs? 

7. What qualifications did the Attorney General's Committee possess for 
evaluating national security questions which justify the authorization of immunity 
beyond the period of the Defense Production Act? 

8. Is there any evidence available anywhere as to the need for continuing the 
immunity provisions of the Defense Production Act? 

9. Is there any evidence available from any source indicating the need for 
giving 20-year immunities from antitrust prosecution? 

The amendment to S. 2165 suggested jointly by the Department of Justice 
and the Office of Defense Mobilization, set forth on page 2 of Assistant Attorney 
General Barnes' letter to me, does not meet my cnticisms. All that it accom- 
plishes is to insure that the President's delegate, if one ia appointed, will get 
the approval of the Attorney General and consult with the Chairman of the Federal 
Trade Commission. The amendment still permits the President personally to 
authorize voluntary programs and permits immunity to be granted for 20 years 
after the expiration of the act with no standards, limitation, or supervisory 
control. 

While Judge Barnes' statute, of course, is to be preferred to the statute as now 
written, it nevertheless leaves unanawerwi the basic questions: 

1. Is there any need for giving immunities? 

2. Why must any 20 year exemption bo given? 

As I said before, I understand that the Attorney General does not feei qualified 
to answer these questions. 

The power accorded under this new section to exempt from the antitrust laws 
is a blank check delivered to the President to repeal the Sherman Act for any 
special or influential group for as much as two decades. If you look carefully, 
you will see that the extension may be made by the President or his delegate 
merely upon the formality of making certain findings which cannot be challenged 
anywhere, either judicially, legislatively, or executively. Nor need the President 
obtain the approval of the Attorney General or the Chairman of the Federal 
Trade Commission. In fact, consultation with these expert agencies is not even 
required under Ihe bill aa presently written. 

I do not wish to belabor the point, Mr. Chairman. But if you will ask yourself 
certain questions, I am sure you will see with me that this new section is fraught 
with serious implications to the very basic economic framework of this country. 
Who is to supervise those agreements exempted from the antitrust laws during the 
20-year period? How can anyone know it the activities of the concerns involved 
will, with a ZO-^ear monopoly franchise, continue to "further the objectives" 
of the Defense Production Act as required by statute? Who wiU the President 
select to make the formal findings required by the statute provising tor 20-year 
exemptions? 

I deplore witnesses who present a parade of horribles before a committee, Mr. 
Chairman. But I must confess that it this new section is enacted, it would bo 
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well to establish at the same time a new Cabioet post entitled Secretary of Monop- 
olies who would award 2(KTear-n)Onopoly francluaes to well de 
with power, prestige, or a long history of contributions to can 
power to grant monopolies, gentlemen, was one of the evils o 
revolutions were fought in Britain. I trust you will not permit those who would 
eeek special privileges to obtain this right in the United States wHhout even a 
struggle. 

Gentlemen, let me make my position on this legislation clear. I believe that 
with the passing of the crisis that had actually involved the United States in a 
shooting war, we are presently in a position to acconwliah virtually all of our 
defense requirements within the traditional framework of the antitrust laws. Free 
competition has provided the American people the where-with-all to resist open 
aggression in the past, and, certainly, will continue to do so in the future. 

1 want to add, nevertheless, that if you, in your wisdom, see fit to extend the 
immunity provisions from the antitrust laws, they should be carefully limited to 
terminate at the end of the Defense Production Act. We need no widespread 
monopoly licensing provisions which would grant a privileged few the right to 
violate the antitrust laws for as much as 2 decades with no Bupervision or control. 
Immunity, if immunity there must be, should be confined to the period in which 
you extend the Defense Production Act for all other purposes. And any exemp- 
tions from the act should be carefully restricted to matters coming within the aims, 
objectives, and purport of the basic statute. 



Section 5 of 8. 2166 provides for the establishment of a reserve force of w. o. c.'s 
so that they would be ready to take over top Government positions in the event 
of any emergency. I believe the committee should carefuhy stud;^ the back- 
ground and need for such a provision before enacting any such provision. 

iteference was made in your hearings yesterday to our experience with these 
w. o. c.'s during World War II. I would therefore respectfully call to your 
attention In this connection the study of w. o. c.'s made by the Truman Com- 
mittee (S. Bept. No. 480, 77th Cong., 2d sees. (1942), pp. 7-10). In part, this 
is what the committee concluded^ — and I commend the report in full for your 
study: 

"Although the contracte obtained by the companies loaning the services of 
doliar-a-year and w. o. c. men are not passed upon by the men so loaned, such 
companies do obtain very substantial benefits from the practice. The dollar-a- 
year and w. o. c. men so loaned spend a considerable portion of their time during 
office hours in familiarizing themselves with the defense program. They are, 
therefore, in a much better position than the ordinary man in the street to know 
what type of contracts the Government is about to let and how their companies 
may best proceed to obtain consideration. They also are in an exceLent position 
to know what shortages are imminent and to advise their companies on hoW' 
best to proceed, either to buiid up inventories against future shortages, or to 
apply for early consideration for priorities. They can even advise them as to 
how to phrase their requests for priorities. In addition, such men are frequently 
close personal friends and social intimates of the dollar-a-year and W. o. c. men 
who do pass upon the contracts in which their companies are interested. 

"These are only a few of the advantages which large companies have obtained 
from the practice, and it should be especially noted that they are the very same 
ones which the small- and intermediate-business-men attempt to obtain by hiring 
people who they believe have 'inside information' and 'friends on the inside' 
who could assist them in obtaining favorable consideration of contracte. There- 
fore, in a very real sense the doilar-a-year and w. o. c. men can be termed 
lobbyists' • • • 

"The committee is opposed to a policy of taking free services from persons 
with axes to grind, and the committee believes that the Government should not 
continue to accept the loan of dollar-a-year and w. o. c, men by companies with 
so large a stake in the defense program." 

Our experience with these w. o. c.'s in the recent "hot war" period of Korea has 
been no more successful. Mr. Flemming referred to the Executive orders of the 
President designed to implement the w. o. o. provisions of the Defense Production 
Act with respect to the use of w. o. c.'s. But these were blatantly and continue 
to be blatantly ingored. For example; 

1. Section 102 (b) of Order 10182 provides that so far as possible "operations 
under the act shall be carried on bv full tinie, salaried employees of the Oovsm- 
ment." However, Mr. Chairman, if you read the statements of oflicials in setting 
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up ttw: Business and Defense Services Administration, you will find that there is 
expreesed a preference and an avowed policy of hiring w. o. c.'s notwithstanding 
tlie availability of Government personDcl on a paid baeis. This policy was 
expressed by Mr. Weeks in a speech describing the aim of the new Business and 
Defense Services Administration on June 9, 1953, as follows; 

"We propose • * • (5) to establish approximately 20 main industry divisions 
with key advisers, recommended by various industries to represent them, and 
HtatTod for operation purposes by industrial experts from the career services. 
* * ♦ the functions of the proposed business services agency will be to * * •. 
(6) See to it that, while private busineaa, of course, cannot dictate Govetnntent 
policy and plans, it be placed in a position where it can effectively approve or 
disapprove of the implementation of such policy and plans from the standpoint 
of their practical workability in everyday induatoial operation." 

And of course, that is exactly what this legislation would approve of on a long- 
term basis. 

2. Section 301 (d) of Order 10182 requires that in obtaining w. o. c.'a, the admin- 
istrator or head of the hiring agency must certify that he has been unable to 
obtain a person with the quaJifications necessary for the position on a full'time, 
salaried basis. Mr. Chairman, it would be interesting indeed to see in how many 
instances even the slightest attempt was made to find full-time Government 
employees before hiring a w. o. c. Certainly that can't be the policy now when 
a preference has been expressed in the Business and Defense Services Adminis- 
tration for hiring w. o. c.'s without thought to whether there were qualified per- 
sonnel on a paid basis available, 

3. Section 301 (c) requires that in appointing w. o. c.'s for the head of the 
department to eerily "that the appointee has the outstanding experience and 
ability required by the position." If you examine how w. o. c.'s have been 
and are chosen in practice, you will find that they are apptointed, not on the basis 
of individual merit, but on a company rotation basis. Large companies are 
requested— yea, urged, to send a man to Washington to staff the agency. The 
agencies get what the company can spare. As a result, you will find that any 
number of w. o. c.'s have been nothing but salesmen, with no particular skills to 
contribute that could not have been found elsewhere. A number of w. o. c.'s 
have been so-called Washington representatives of lai^e and powerful concerns. 
And it would make a niost interesting study to leam how many w. o. c.'s once 
having worked in the Government, thereafter remain in Washington to represent 
their companies in Government transactions. 

In closing, Mr. Chairnian, I want to leave with you for inclusion in your 
record, pages 78-91, and 97-98 of House Report 1217 of the 82d Congress which 
has some valuable information relating to the use of w, o. c's. This study was 
completed by a subcommittee of which I was chairman. The committee con- 
cluded that "the employment of w. o. c.'s during the mobilization period should 
be kept at a mmimum." It this conclusion was true during a period of actual 
hostility, how much more is it vaUd now during a period when there is no overt 
military action. 

For these reasons, Mr. Chairman, the committee should require Secretary 
Weeks to furnish it a list of all w, o. c's with positions they have occupied in 
Government and their corporate afflliations. I respectfully urge a full and 
complet« examination of the W. O. c. program before any such blanket recruitment 
of persons representing private interests for important Government policy provi- 
sions is undertaken by statute. 



i CoNGRK&s From 

Mr. Chairman, speaking for the active and potential high-grade and low-grade 
manganese producers in the Sixth Congressional District of Virginia, T am grateful 
for the opportunity to acquaint this committee with what we consider a most 
grievous injustice by adopting my bill, H. R. 6205, as an amendment to the bill 
to extend the Defense Production Act. 

For over a decade, Members of Congress from Virginia and other States in the 
southern Appalachian region have been trying vainly to persuade the Federal 
Government to adopt a policy of equal justice in connection with the low-grade 
manganese purchase program. For many years, the several Federal agencies 
concerned opxHMed the establishment of a low-grade manganese purchase and 
stockpile depot on the fallacious grounds that there was not enough low-grade ore 
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in the region. After a series of Govemment and private surveys, we have pain- 
fully extracted from these agencies an embarrasBed admission that this argument 
is M'Oundless. Next, the Government adopted the argument that, while we had a 
sufficient volume, we did not have ore of acceptable quality. Then, in a docu- 
ment entitled "Status of Research Projects of Up-Grading Metallurgical Man- 
ganese Ores and Slags," published by the Materials Division of the Emereency 
Procurement Service, General Services Administration, on January 3, 1955, the 
officials were forced to admit that the mineral content and quality of the Virginia- 
Tennessee- Alabama ores were such as to render them amenable to several up- 
grading and beneficiating processes currently under study. 

Now, discarding the first two discredited arguments, these agencies have 
adopted the defense that instead of too little, we have too much low-grade ore 
and that the stockpile objectives are almost completely subscribed. This pattern 
of ground shitting has characterized our whole fight for the establishment of a 
low-grade depot. 

In order to facilitate cross references in my presentation, I will prefix a number 
to each of my arguments. 

1. Four low-grade depots have been established west of the Missisiinpi, namely, 
at Butte and Phillipsburg, Mont., Deraing, N. Mex., and Weden, Ari'!., to each 
of which has been assigned a quota of 6 million long-ton units of low-grade manga- 
nese. (A "long-ton unit" is only 22.4 pounds of manganese). For some reason 
unexplained and unexplainable in logic, not a single depot has been established 
east of the Mississippi River, This is true even though there are vast deposits 
in the East and even though the State of Virginia has, through the years, been 
the second largest domestic producer of high-Rrade ore as will appear from chapter 
1, Manganese (United States Bureau of Mines, Minerals Yearbook, 1944) and 
even though there have been many surveys which demonstrate the plentiful supply 
of low-grade ores throughout the southern Appalachian region. 

As early as 1907, Thomas Leonard Watson, Ph. D., professor of economic 
geology at the University of Vii^nia, in a publication entitled "Mineral Resources 
of Virainia," at paie 236, said as follows: 

"Virginia has more known deposits of manganese; they extend over a larger 
territory; more localities have been worked and more manganese has been pro- 
duced, than in any other State of the United States. Ores of manganese occur 
in each of the three major geologic provinces of the State, namely, the Coastal 
Plain, or Tidewater belt; the crystalline area or Piedmont province; and the 
Paleozoic area of the Mountain province. Of these, the Mountain (Valley) 
province has yielded the principal production, with extensive operations and a 
large total production from the Piedmont province; and only a slight production 
from the ea.'itern or Coastal Plain province." 

Again, in 1910, Bulletin 427, entitled "Manganese Deposits in the United 
States," published by the United States Geological Survey, at page 101, contained 
the following statement; 

"The manganese deposits of the Appalachian region are the most important 
in the United States. The two largest producing districts, the Blue Ridge 
district in Virginia and the Cartersville district in Cfeoi^ia, are in this region," 

In the spring of 1941, Mr. D. F. Hewett of the United States Geological Survey 
testified before the Senate Military Affairs Subcommittee as follows: 

"We have the record of four or five hundred manganese deposits between 
Philadelphia and Birmingham, 1,000 miles in extent. I think that the work that 
is now going on will show more in that region." 

Only last year, the Burgess report, baaed on extensive field surveys, concluded 
that "there are sufficient reserves of mnnganepf ores in the Southeastern States to 
warrant a purchase depot" and that "the present and prospective operators and 
email workers will deliver 6 million long-ton units of acceptable ore by June 30; 
1958." 

In 1953, Virginia shipped 7,548 long tons of high-grade manganese ore averaging 
42.44 percent manganese. In 1954, the figure was 20,240 long tons of ore, aver- 
aging 43.24 percent manganese. According to an estimate of Mr. Charles W. 
Massie, mining engineer of the Virginia Department of Conservation and Develop- 
ment, Virginia can, in 1955, increase its high-grade production to 40,000 long tons. 
Already, new companies are mining high-grade manganese in Rockbridge, Augusta, 
and Campbell Counties and another company is expected to start shipping from 
Rockbridge County in the next few weeks. High-grade production. Of course, is 
a good index to the volume of the low-grade potential. 

2. The absence of a low-grade depot East of the Mississippi has stagnated 
development of low-grade deposits because, unlike the bigb-^rade carload-lot 
program, the low-grade producer is required to pay freight from the mining site 
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to the depot. Proposals that the Qovemment pay the freight bill will not solve 
the problem, because it would be grossly uneconomic to ship the ore west across 
the Nation for stockpiling aod then ship it back across the Nation for consumption 
by the industrial users in the East. It has been estimated that such a program 
would cost the Government an additional $16 to $20 per ton in extra freight and 
handling. 

3. The domestic ore currently being purchased at the four western depots would 
supply only a small fraction of our annual consumption of some 2 million tons of 
manganese ore, or its equivalent. 

4. Over 90 percent of the ore in our stocltpiles came from foreign sources. 
Dependency on foreign sources makes America vulnerable in time of an all-out war. 
While it may be true that the Mexican deposits may be available in wartime, we 
could not, because of the submarine threat, depend on the Cut>an, Indian, African, 
Brazilian, or other foreign deposits. 

5. It is argued that Amenea should buy cheap foreign ore for our stocltpile 
instead of the premium-priced domestic ore. Yet, the officials of EPS and ODM 
readily agree that, in the event of war, prices on the foreign ores would be im- 
mediately increased, even above the domestic premium pnce. 

6. Establishment of an Appalachian depot would assure a constant and de- 
pendable flow of domestic ore to our stockpile reserve. In addition to known 
deposits, availability would be broadened and crystallized by the additional 
exploration and discovery which would be encouraged by the establishment of a 
nearby market, all of which would increasingly diminish American dependency on 
foreign ores. The beat evidence of this fact is that in 1914, the total known 
reserve of domestic manganese ore was less than 1 million tons; by 1952, largely 
because of the establishment of these western depots, more than lO-million tons 
had been shipped from this l-mil!ion ton reserve, and the total indicated reserve 
was increased more than one hundred-fold. 

7. Not only would a low-grade depot encourage discovery of new low-grade 
deposits, but since low-grade and high-grade deposits frequently occur simulta- 
neously, it would greatly enlarge our domestic high-grade potential. Indeed, the 
Burpess report itself stated that "the opportunity to sell such low-grade ores 
are nicreasing the production of high-grade (40 percent) manganese ore." Many 
known high-grade deposits today cannot be mined economically because there is 
no [narket for the low-grade deposits or the low-grade residue of the high-grade 
mining process. 

8. If we are to continue to purchase foreign in preference to domestic ore, a 
low-grade depot on the eastern coast would reduce the transportation expenses of 
the I[idian, African, Brazilian, and Cuban ores. Instead of crossing the vast 
land areas of the continental United States to the western depots, foreign ores 
would be shipped by cheap water transportation to eastern seaports and then 
transported inland approximately 350 miles. 

9. Moreover, with a depot in the East, transportation expense from the depot 
to the industrial consumer in the East would be greatly reduced. 

10. The shorter haul and diversification of stockpiling sites would decrease the 
danger of enemy bombing and sabotage. 

11. There is already in existence at Lynchburg, Va., one of the Nation's few 
ferro- manganese furnaces for the up-grading of raw ores. 

12. The initial capital outlay and the cost of operation of an eastern depot 
would be the cheapest possible national security insurance premium. The capital 
investment at the Wenden depot was approximately $267,000 and the annua! 
cost of operations approximately $48,000, While these figures are rather high, 
they are not typical. The capital outlay at the Deming depot was only $47,000 
and, Irecause of the small amount of eo.uipmeiit necessary, I cannot believe that 
the cost of a Virginia depot would exceed that figure. Since, as among the 
several depots, the cost of operation and the cost of domestic ore are constant, 
they are not valid figures in the determination of the cost of establishing a new 

13. Finally, as a matter of simple equity and fair play, there is no justification 
whatever for the current discrimination between miners in the western United 
States and miners in the Appalachian area. 

The Burgess report, referred to above, recommended the establishment of a 
low-grade depot in southwestern Virginia. Facts and figures in that report. 
concerning known and prospective deposits and records olpast production aiia 
shipment, indicate conclusively that the depot should be located somewhere in 
this area of Virginia. In my judgment, the best possible site would be In the 
neighborhood of Lynchburg, Va. As stated previously, one of the few fetro- 
manganese furnaces In America Is located there. Only recently, a small high-grade 
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receiving depot was established at Riverville in nearbj Amherst County. Situ- 
ated near the main ateel producing centers of the Nation, Lynohburg enjoys the 
beat possible transportation network. It is the junction point for 3 important 
raih'oAds. It is located on the main line of the Norfolk & Westeru Railway, 
operating between Norfolk, Va., and Cincinnati and Columbus, Ohio; on the 
main line of the Southern Railway operating between Washington, D. C, and 
Atlanta, Ga.; and on the James River division of the Chesapeake & Ohio Railway 
operating between Newport News, Va., and Cincinnati and Columbus, Ohio. 
There are 40 passenKcr trains and approximately 46 freight trains daily, exclusive 
of coal trains, and flirough Pullman service to New York City, Cincinnati, and 
Atlanta. There are 12 motor-freight Unea serving Lynchburg, and overnight 
service is usually maintained to and from points within 500 miles of the oity. 
Three arterial U. 8. highwaya pass through the city: U, S. 29, running north and 
south; U. 8. 460, east and west; and U. 8, 501, south and northwest. 

Moreover, if, after establishing the purchase depot, future experience should 

i'ustify the estabhshment of a beneficiating plant, Lynchburg is the ideal site. 
jynchburg, through which flows the James River, has an abundant water suppy, 
BO necessary to a beneficiating plant. The Appalachian Electric Power Co., one 
of the largest electric utiUties in the State, serves Lynchburg. It ia a part of an 
interconnected electric system with ample power available at reasonable rates for 
manufacturing purposes. The Lynchburg Gaa Co., a locally owned and managed 
utility, serves the community with approximately 1,100 B. t. u. per cubic foot. 
The natural gas supply is made availaole to the community by an extension from 
the main transmission line of the Virginia Gas Tranamiasion Corp. This company 
is also equipped, onastandby basis, for the production of propane gas if necessary. 
By every yardstick, Lynchburg, located near large concentration,-! or ore, only 
200 miles from the great port of Hampton Roads, at the estuary mouth of the 
river, is the best place to locate this depot, and, if necessary, the beneficiating 

Being unfamiliar with the classified figures concerning our stockpile objectives 
and current subscription, I am unable to address myself to the justification or lack 
of justification for the increase from 18 million long-ton units to 150 million long- 
ton units, proposed in the legislation before you. But one does not iiave to be 
an expert and one does not have to be familiar with classified material to be able 
to speak in support of the principle of equal treatment. Common justice dictates 
that low-grade manganese owners in the East should have the same opportunity 
as low-grade manganese owners in the West to market their product under a 
program subsidized by the Federal Government. All we want is a market place 
and a quota equal to that assigned other depots in America. That petition we 
consider modest and reasonable. 

For the information of the committee, the Committee on Interior and Insular 
Affairs has recently reported the bill, H. R. 6373, which, among other tilings, 
authorizes the establishment of a depot for the Southern Appalachian Region. 
There is, however, wide divergence between this bill and the bill considered by 
the other body, and unless the bill can be substantially amended on the floor, 
it is questionable whether there will be sufficient mutual ground upon which to 
base a conference compromise. Since such a change in the strategic miners 
program involves the Defense Production Act which falls within the jurisdiction 
of this committee, it seems to me that the purpose might better be accomplished 
by the adoption of H. R. 6206 as an amendment to the bill to extend the Defense 
Production Act. However, whichever course you may consider preferable, I trust 
the membership of this committee will see the justice of our cause and will lend 
us your valuable support when the matter comes to the floor for action. 

The Amebican Bankers Association, 

Wathinglon 6, D. C, Jidy fl, 19S5. 
Re H. R. 7071. 
Hon. Bbbnt Spencb, 

Chairman, House BaTiktng aTid CuTrency Committee, 
Hou»e Office Building, Washtngltm, D. C. 
Deab Mr. Spence: As chairman of the committee on Federal legislation of 
the American Bankers Association, I am filing this statement with your com- 
mittee on behalf of the association, urging the continuation of the Defense Pro- 
duction Act of 1950^ as amended, for 2 more years. 

Under the provisions of section 801 of sucn act, authority Is given to certain 
departments of the Oovemment to guarantee in whole or in part any public or 
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priv&te financial institution financing any contractor, subcontractor, or other per- 
son in connection with or in contemplation of the termination, in the interest of 
the national defen»e, of a Government contract. Thia financing, known aa the 
V-loan program, which was developed with the cooperation of tQe banking sys- 
tem, also was in effect during World War TI and has proved to be an important 
instrumentality aiding in strengthening our national defense and secunty. It 
has made it possible tor contractors and subcontractors with the knowhow, but 
in many instances with financial resources limited and out of proportion when 
measured by the size of the contracts handled, to obtain needed financial assist- 

Small-business concerns, in particular, benefited under the V-Ioan program. 
This means of financing has proved more satisfactory than Government advance 
payments or progress payments, for private financing institutions are in a better 

fosition to know the contractor's financial needs and to supervise his finances. 
t has shifted the burden of such financing and the incidental cost thereof from 
the Government to the private financing institutions. 

The Department of Defense reported a net profit in excess of $19 million on 
its V-loan program, after deducting all expenses and possible tosses through 
AprU 30, 1955. 

The guaranty provisions of the V-loan pr^ram, as pointed out before, en- 
abled the banks of this country to assist the Federal Government to the fullest 
extent in securing the necessary materiel needed for the national defense and 
security. In view of the fact that the present plans of this Government indicate 
a continued need for the production of items essential to our defense, the Defense 
Production Act, including in particular section 301 thereof, should be continued 
for 2 more years. 

We urge your committee to give favorable consideration to such extension. 
Sincerely yours, 

Georoi: R. Botlbb, 
Chairtnan, Committee on federal Legielation. 



Cramseb or CoMU£BC£ of the United States, 

Watkington 6, t>. C, Jatu 7, 1966. 
Hon. Brent Sp£nc£, 

Chairman, House Banking and Currenej/ Committee, 
House Ogice Bvilding, Washington S5, D. C. 

Dear Mr. Spence: The Chamber of Commerce of the United States strongly 
recommends extension, to June 30, 1957, of the Defense Production Act of 1950, 
which expires July 31, 1955. 

Our position on this question is based on policy declarations unanimously 
adopted by our membership and on a careful study of the Defense Production 
Act by our national defense committee. 

This law is the statutory basis for many vital industrial mobilization planning 
programs conducted by the Office of Defense Mobilization and the approximately 
20 agencies to whom it has delegated responaibUity for specific projects and 
programs. 

Only if this authority is continued in substantially the same form as it now 
exists can sufficient progress be achieved in current efforts to mobilize our indue- 
trifd capacity to a point where rapid and smooth transition from peacetime to 
wartime production is assured in the event of full mobfiization. 

Because the bill (H. R. 7071) now before your committee merely provides for 
extension of the Defense Production Act for an unspecified period, we would like 
to comment briefly on the extension bill (S. 2391) awaiting Senate action. 

As approved by the Senate Banking Committee, S. 2391 not only woula extend 
the act until June 30, 1057, but also would amend the act in one respect that is 
inconsistent with the public interest. 

This amendment would prohibit ti 
or high administrative positions in 
government, of outstanding industrialists who would receive no salary from the 
Government but who would continue to be paid by their civilain employers. It 
also would curtail the granting of exemptions from certain conflict-of-inter^ 
statutes. 

In a report accompanying S. 2391, the Senate Banking Committee expressed 
the opinion that continued use of these without-compiensation employees — 
better known as WOC's — should not be necessary t>ecause there is neither war 
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nor full mobilization at the present time. It also was implied that the public 
interest may suffer when key positions of executive authority in Government 
are entrusted to WOC'b and, therefore, such persons should be utihzed only in 
subordinate positions. 

The chamber beUeves there aje at bast five reasons why this amendment 
should be stricken from S. 2391, 

1. Although the conditions that justified much wartime legislation no longer 
exist, the need for WOG's is just as great now as it was 2 years ago when the 
current Defense Production Act was approved. Because of the possibility of 
atomic attack on our industrial centers in the event of war, current mobilization 
planning is more extensive than anything our Government has ever undertaken. 

2. The effectiveness of the mobilization planning program will be impaired if 
the Government no longer is permitted to draw upon its major source of personnel 
who possess the most current and specific knowledge and experience in the produc- 
tion methods and distribution practices of particular defense supporting industries. 

3. By utilizing WOC's, the Government not only obtains, at oargain-basement 
prices ($15 per aiem for expenses), persons of outstanding ability but continues 
to build up a reserve pool of executive talent upon which it can draw for full-time 
service in the event of full mobilization. 

4. Although many WOC's occupy key positions, their recommendations, in 
every instance, are subject to approval by career personnel at higher levels prior 
to adoption as policy. 

5. The outstanding record of service performed by WOC's negates the argument 
that there is danger such persons will use their positions for personal advantage 
or to obtain preferential treatment tor the firms with which they have been 
identified. 

For these reasons, the chamber strongly recommends that section (7) (2) of 
8. 2391 be deleted and that section 710 of the Defense Production Act be extended 
without change. 

We woukl appreciate your making this letter a part of the hearings on H. R. 
7071. 

Cordially yours, 

Clarence R. Miles. 
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